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Saving Millions of Dollars 


he effective way to fight fire is to get ahead of the _ with profit but with saving —and savings are returned 


fire and prevent it. 


That also is the only way to keep fire insurance rates 
down. Reduce fire loss and you reduce the cost of 


protection. 


Mutual Fire Insurance companies recognized these 


facts almost a century ago. Fire preven- 
tion has been the mainspring of their 
effort ever since. 

If mutual companies had set up this 
ideal of conservation for the purpose of 
showing profits, it would be merely 
good business practice. 

But the point is—and it should be of 
interest to every property owner — that 


mutual companies are not concerned 


FEDERATION 0O) 


In Colonial days the 
town watchman sound- 
ed the fire alarm with 
his rattle. 





to policyholders. 

For the individual policyholder in a mutual fire com- 
pany this ideal has meant a saving of from 20% to 50% 
of his premium. 

In total it has meant a saving of many millions of 


An Unparalleled Record 


75 leading, legal reserve companies under State 
supervision constitute the Federation of Mutual 
Fire Insurance Companies. The oldest Federa- 
tion company was founded in 1752. Five others 
are more than 100 years old. 
Of the remaining companies — 
9 are between 75 and 100 years old 

10 are between 50 and 75 years old 

30 are between 25 and 50 years old 

20 are between 10 and 25 years old 


The Federation companies are protecting prop- 
erty to the extent of six billion dollars—have 
assets in excess of ninety million dollars—have 
returned to policyholders savings of more than 
one hundred and thirty millions of dollars, 
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dollars a year—a fact of considerable 
significance to the business men of 
America. 

Every property owner should thor- 
oughly understand the mutual plan of 
insurance. A booklet will be sent on 
request with the assurance that there 
will be no personal solicitation. Address 
Mutual Fire Insurance, Room 2205-F, 


180 North Michigan Ave., Chicago, IIl. 
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FOR GOOD 
MUTUAL 

INSURANCE 
Select the 

“MILL MUTUALS” 











Western Millers Mutual Fire Insurance Co........... Kansas City, Mo. 
Ohio Millers Mutual Insurance Co............................. Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co............. Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co................. Des Moines, Iowa 
Millers Mutual Fire Insurance Co... Harrisburg, Pa. 
Millers Mutual Fire Insurance Co....................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co........... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association........................ Alton, Ii. 
Grain Dealers National Mutual Fire Ins. Co.......Indianapolis, Ind. 
Millers National Insurance Co...................2.20.-2.22.20-2---- Chicago; Ill. 








Mutual Fire Prevention Bureau 
230 East Ohio Street 
Chicago, Illinois 
(Operated by the Mill Mutuals) 
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WORKMEN’S COMPENSATION 
& AUTOMOBILE INSURANCE 


AT COST 


i re 


Mutual Insurance is written at lower cost than any other form of 
insurance—and you pay no one a profit. Whatever is left after 
costs are deducted, is returned to the policyholder as a dividend. 


Any lower price than the mutual price means one of two things 
—Either your policy is being written at an ACTUAL LOSS—or— 


you will not receive the full value in service that you expect. 


In either case you take unnecessary risks. Most men are willing 
to pay for the service they expect. 


ONE SURE, SAFE WAY TO GET DEPENDABLE 
INSURANCE—AT ACTUAL COST—IS TO SECURE 
IT FROM THE 


ey MUTUAL 
COMPANY 


MICHIGAN 
LIABILITY 





Resources Dividends 
More Than OAS ge, More Than 
$4,600,000.00 ” Président $3,250,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Muskegon Owosso 


Alpena 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


W orkmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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One of the Beautiful Spanish Type Residences Which Abound in the Los Angeles Suburbs 


Los Angeles Convention Next 


National Association of Mutual Insurance Companies and the 
Federation of Mutual Fire Insurance Companies to Meet 
in California Aug. 18th to 21st 


HEN a mutual convention 

starts out to do a good job. 

both of convening and seeing 
the interesting sights along the 
way, they take no half measures to 
make the journey a complete suc- 
cess. Long trips are of course not 
desirable every year, but in 1930 
after having held two former con- 
ventions at central points of the 
country, it is logical that the As- 
sociation and Federation should 
turn their attention to the West 
Coast as the location for the big 
annual mutual gathering. 

The names of Los Angeles and 
Hollywood have a charm enough 
of their own, it would seem, but 
when we add to that the thrill of a 
trip to Pike’s Peak and a glimpse 
of the majesty of the Grand Can- 
yon along the way, the cup of en- 
joyment for the convention crowd 
will indeed be full. And for those 
who want to take the time to swing 
around the circle, there is an ocean 
trip from Los Angeles to San Fran- 
cisco, Portland or Vancouver, and 


Yosemite and Yellowstone Na- 
tional Parks, Salt Lake City and 
the Black Hills to be toured during 
the return tripto say nothing of a 
sojourn in old Mexico if your taste 
leads in that direction. 


But before we go into the de- 
lights of such a tremendous feast of 
travel, perhaps something should be 
said concerning the convention it- 
self, the primary object of which 
is to promote the interests of mu- 
tual insurance by every practical 
means that co-operation can ac- 
complish. 


yy 


GREAT deal has happened in 

the insurance world during the 
past year, and many of the prob- 
lems which have arisen have angles 
of intense interest to mutual com- 
panies. There have been legislative 
acts and court decisions and pro- 
nouncements of much moment 
from the offices of insurance com- 
missioners. There has been propa- 
ganda of competitors which needs 
attention; there have been out- 





standing mutual victories in va- 
rious states—and all these matters 
when brought together skillfully in 
a prpgram of addresses by the men 
who are, in each case, best fitted to 
discuss them, will form a school of 
instruction that will be valuable to 
every mutual man who is anxious 
to keep abreast of the times—and 
that classification should, without 
exception, include all. 

More effort than ever is being 
made to obtain the key men of the 
nation’s insurance and economic 
circles for the principal addresses, 
and from the standpoint of informa- 
tion to be carried away and applied 
to actual business problems this 
convention promises to be among 
the greatest of its kind. All of the 
leading figures in the Association 
and Federation are expected to be 
present, and the round table dis- 
cussions, which are often the most 
helpful part of a convention, are 
certain to have snap and sparkle as 
well as sound worth in facts de- 
veloped. 
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1” too, everybody knows 
that the getting together of 
mutual people is an inspiration in 
itself. Rubbing elbows with those 
of a like mind gives one a feeling of 
strength, because of the recognition 
it affords of the vast field covered 
by mutual insurance, and by the 
same token recognition of the great 
body of earnest, energetic good citi- 
zens who are connected with mu- 
tual companies. If any person has 
any tendency to look with discour- 
agement on mutual progress he has 
only to attend such a convention 
as this will be, to restore full con- 
fidence that the mutual idea is a 
growing and vigorous institution, 
destined for larger and larger things 
each year of its history. One can- 
not be a part of the meetings and 
particularly of the general gather- 
ings and finally the banquet, with- 
out feeling that the mutual world 
is a very large and substantial sec- 
tion of the universe. The added pep 
that one carries away from a mu- 
tual convention is certain to be re- 
flected in the new business done 
during the subsequent year. Los 
Angeles will be the barometer 
showing fair weather for the 1930- 
31 mutual season. 


Speaking of barometers calls to 
mind the inevitable subject of Cali- 
fornia weather. In spite of the 
August date, the government rec- 
ords prove conclusively that dele- 
gates will not suffer from swelter- 
ing temperatures in the western 
metropolis. The dry atmosphere 
takes the sting out of the heat, 
which is seldom 90 degrees even in 
midsummer—and at night the cool 
breeze calls for snug _ blankets. 
Statistics from reliable sources bear 
out this statement, and visitors may 
depend on being as comfortable in 
Los Angeles as in any city of the 
United States, especially if their home 
community has high humidity. 





As to the railroad journey, the 
mutual train starting from Chicago 
on August 12th is to have the finest 
equipment of which the Santa Fe 
can boast. Roller-bearings for a 
smooth ride over the rails, the most 
up to date Pullmans, Fred Harvey 
meals, and fans and other cooling 
devices to keep the air comfortable. 
The company assures the mutual 
delegates that the trip will be the 
acme of convenience and not ex- 
haustive even during the traversing 
ot the short stretch of desert, which 
in reality takes only a small portion 
of the total travel time. Experi- 
enced travelers agree that the dry 
heat of the southwest is positively 
invigorating as compared with the 
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localities where the summer air is 
moist. 


E have used the word “dele- 

gates” in this discussion, but 
everybody understands that wives 
and sons and daughters are in- 
cluded in the invitation to the 1930 
convention at Los Angeles. The 
ladies are to be given a series of 
feature entertainments that the 
California city alone knows how to 
stage. While the men are wrestling 
with the questions of business, the 
better halves are to experience 
some of the finest items of their 
vacation. 

Not that the men are to be 
omitted in the sightseeing plans. 
Several afternoons and evenings 
are to be devoted to glimpses of the 
city and country round about. An 
airplane or steamer trip to Catalina 
Island is among the possibilities 
with a side excursion in the famous 
glass-bottomed boat which dis- 
closes the beauties of the flora and 
fauna of irridescent gardens on the 
under-area of the sea. 

In contemplation are: 

1. A theater party, possibly at 
Ghramans which is the finest pic- 
ture house in Hollywood and the 
theater where the new pictures are 
first put on. 

2. A sight-seeing trip over the 








Beverly Road, through Beverly 
Hills, to the Japanese Garden 
which is situated on a high point 
overlooking the Pacific Ocean. The 
road passes through a number of 
ocean cities, and for many miles 
runs along at the water edge. 

3. A breakfast at the renowned 
3reakfast Club. 

4. A drive through the orange 
groves and a barbecue dinner at 
Santa Rosa. If this particular event 
is put on it will be a real barbecue 
in Western style. 

5. A trip to the famous Hunting- 
ton Library. This is for the ladies 
only. Admission is by card and 
reservations must be made consid- 
erably in advance in order to assure 
one the opportunity of going 
through this wonderful library. 

6. The mutual banquet, which is 
proposed for Thursday night. 

OOS 

ESERVATIONS may be made 
through the Association office 

at Indianapolis, or through the 
American Mutual Alliance at 180 
North Michigan Avenue, Chicago. 
It will not be necessary to ask for cer- 
tificates to entitle delegates to reduced 
fare since the rates are fixed at prac- 
tically half fare for the round trip. 
The cost of such tickets from Chicago 
will be $101.22, not including Pullman 

(Continued on Page 15) 
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Hotel Biltmore Headquarters of the Mutual Convention 
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Hazards of Refrigeration 


Points to Be Considered from the Angle of Possible Accident to the 
Mechanism of Various Styles of Iceless Iceboxes 


T is one of the ironies of life that 
mechanical refrigeration which 
was welcomed effusively, a few 

years ago, as one of the greatest de- 
velopments of our age, is now being 
viewed as a source of danger as well 
as of good. New York and Wash- 
ington, D. C. have already passed 
ordinances regulating refrigeration 
installations, and many other muni- 
cipal bodies now have similar meas- 
ures under consideration. 


A series of deaths in Chicago, se- 
rious illnesses in Detroit and in sev- 
eral other communities, caused by 
the escape of refrigerants from 
household units, gave wide publicity 
to one of the new hazards which ice- 
less iceboxes have created. The pub- 
lic suddenly awoke to the fact that 
mechanical refrigeration, like every 
other mechanism, can be dangerous. 

Although, as the U. S. Bureau of 
Standards, the Public Health Service, 
and several other governmental bod- 
ies have pointed out, the magnitude 
of the danger did not justify the pub- 
lic’s alarm, the fatalities and illness 
which resulted from the escaping re- 
frigerants did give impetus to some 
necessary legislation. Motoring and 
flying have both benefited from gov- 
ernmental regulation, and the same 
will undoubtedly be true of refriger- 
ation. 


The deaths which have thus far 
been reported in homes have all been 
caused by defects in multiple unit in- 
stallations. Such installations are 
used chiefly in apartment houses and 
hotels where the convenience, and 
economy of centralized operation are 
highly important. Compressors, con- 
densers, and other parts are located 
in one room, usually in the basement, 
and the refrigerant flow and return 
pipes go through floors and walls, to 
the refrigerating chamber in the in- 
dividual units. Because of the many 
units served, the charge of refriger- 
ants is heavy, and when a leak oc- 
curs in any one box or in the pipes 
leading to it, the results are frequent- 
ly serious. On the other hand, a de- 
fect in the average sized household 
installation, which allows the refrig- 
erant to escape, need not be viewed 
with as grave concern, since the 
charge is no more than a few pounds. 


‘proposed ordinances. 


By Jesse Wilbur Stern, M. E. 


OWEVER, it is the opinion of 

the best refrigeration engineers 
in the country, that the multiple unit 
system can be made entirely safe. To 
accomplish this, major changes in the 
refrigeration units, and in the method 
of installation may be necessary but 
exactly what changes should be made 
are still in dispute. Such an uncer- 
tain situation now exists in Chicago, 
where ten deaths occurred between 
August, 1928, and August, 1929. The 
city council has considered several 
One required 
limitations of pressures to a level 
which is not practicable in a multiple 
unit system. A later proposal lim- 
ited the amount of leakage that 
could occur in any one apartment. A 
third in such a type of construction 
of a system within a system as will 
prevent leaking gases from escaping 
into the free air of the apartment. 
Still another suggested that since me- 
thyl chloride is the only gas which has 
caused fatalities, that it be prohibited. 


Gas used as refrigerants can be di- 
vided into two classes; those which 
are odorous and irritating, and those 
which are odorless and give no warn- 
ing of their presence. Methyl chlor- 
ide falls into the latter classification. 





ES eam a Oe en a ba 
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Storage Room of an Artificial Ice Manufacturing Plan 


Every one of the persons who were 
poisoned by this gas could have es- 
caped if they had only realized their 
danger. One family of three adults 
were subjected to the fumes of me- 
thyl chloride for several days and al- 
though they continued to become 
sicker, they did not realize what was 
causing their discomfort. One of the 
three finally died as the result of the 
poisoning; the other two slowly re- 
covered. The poisoning is so insidi- 
ous that an inspector, assigned to ex- 
amine an apartment in which several 
people had just died, reported that it 
was impossible to detect the presence 
of the gas. 


At about the same time as the Chi- 
cago fatality, the tenants of a four- 
story brick apartment house in 
Orange, New Jersey, were forced to 
vacate the building because of a leak- 
age in the refrigeration system. The 
refrigerant used was sulphur dioxide, 
an irritant but non-flammable gas. 
The tenant on the first floor was 
awakened by a feeling of suffocation. 
The fumes were so strong that an 
exit had to be effected through the 
window, and although there were no 
fatalities, three people were affected 
by the fumes. An _ investigation 
showed that the leakage occurred in 
unenclosed copper tubing forming 
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the service connection to the refrig- 
erator in the first floor apartment. 


Unless an entirely new system of 
mechanical refrigeration is develop- 
ed, the refrigerants used will con- 
tinue to be either toxic, inflammable, 
or both. As the Refrigerating Engi- 
neer for June, 1929, pointed out: “It 
seems to be a trick of nature to make 
the work of the refrigerating engi- 
neer begin with a choice of evils.” 
The perfect refrigerant still remains 
to be discovered. 

It would seem that two provisions 
should’ be made immediately. First, 
that all piping and installation of all 
multiple units should be subjected to 
periodic inspection by the local gov- 
ernment, and secondly, that a warn- 
ing agent should be introduced into 
the refrigerant. The warning agent 
should be capable of awakening a 
sleeping person, as well as warning 
persons who are awake; it should al- 
ways be sufficiently strong to serve 
this purpose, and should not injure 
any of the parts of the unit because 
of corrosion, or the generation of a 
gas which might cause a rupture be- 
cause of increased pressure. 


ra eee 
So" > 


M ANY years ago, a gas company 
in a mid-western city was ob- 
liged to discontinue the use of an 
odorless and highly toxic illuminat- 
ing gas because of the large number 
of deaths which resulted. In its 
place, they substituted a gas which 
was quite as toxic, but which has a 
distinctive odor to give warning of 
the danger. 

Poisoning is only one of three haz- 
ards of mechanical refrigeration, and 
although it is the first concern of en- 
gineers working on installations for 
homes, the other two, fire and explo- 
sion, must also be provided against 
in homes, and more especially in the 
large industrial plants where gigan- 
tic units are operated. 

Manufacturers of mechanical re- 
frigerators for homes have well ad- 
vertised the fact that the ice-less ice- 
boxes have revolutionized American 
cooking. To a nation already noted 
for its fondness for ice-cream has 
been given the means of making 
more and better frozen desserts. The 
importance of refrigeration to indus- 
try is not as well known. Yet, these 
industrial installations which dwarf 
those used in homes have truly revo- 
lutionized industry. Many processes, 
which were formerly impossible, are 
now carried through with complete 
ease, because of the new refrigeration 
methods. Not only has it become 
possible to use innumerable new sub- 
stances in manufacturing, but the 
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comfort of workers has also been in- 
creased because of air cooling de- 
vices. But this increase in comfort 
also means an increase in danger, 
since mechanical refrigeration may 
be the cause of explosion and fire. 

If the refrigerating plant is install- 
ed correctly and carefully main- 
tained, the danger of an accident is 
small. But, unfortunately, these two 
conditions do not always exist, and, 
moreover, men who are either inex- 
perienced or careless, are allowed to 
work upon delicate parts of the in- 
stallation. 

An engineer, writing in more or 
less humorous vein in one of the 
technical journals, of accidents in re- 
frigeration plants, recalled an in- 
stance of two men, innocent of cor- 
rect procedure, who looked for a leak 
in an ammonia system, with an open 
flame torch. The resulting explosion 
taught them the lesson they should 
have known before they started out 
to make the investigation—that open 
flames are highly dangerous near am- 
monia leaks. 

Another example of the careless- 
ness which has caused many of the 
reported accidents, took place a few 
years ago. A shell-type brine cooler, 
located on the roof of the building, 
was being cleaned. In this type of 
cooler, the brine circulated through 
coils, and the ammonia expanded 
into the steel shell. Hot water in- 
stead of cold was used to flush the 
tubes, and either because some of the 
ammonia still remained in the shell, 
or because a leaky valve had allowed 
some to enter, an explosion occurred 
and two of the men were killed. 

OOD 

NOTHER explosion, which 

might have been even more se- 
rious except for the greatest possible 
good luck, occurred in the street of 
a large metropolis. ‘One mid-sum- 
mer day, an expressman left a cylin- 
der of carbon dioxide on the side- 
walk. The pavement was probably 
hot enough to poach an egg. At any 
rate, it was certainly hot enough to 
disturb the carbon dioxide. Sudden- 
ly, there was an explosion which 
blew off the head of the cylinder, and 
what was left of the cylinder skidded 
crazily down the street for a block 
and a half. Fortunately, no one was 
hurt. 

It has been estimated that 90 per 
cent of refrigerant explosions have 
been caused by liquid flowing over 
to compressors and knocking out 
compressor heads, or by locking up 
liquids in receivers, condensers, or 
other vessels, with no space allowed 
for liquid expansion when they are 
warmed up. 








The widespread use of mechanical 
refrigeration is still so new that ex- 
perience and regulation should be 
able to remove many of the hazards 
which are now considered most se- 
rious. The correct ventilation of 
rooms in which the refrigeration ma- 
chinery is set up, is of vital impor- 
tance to safety. In the New York 
City ordinance, the subject of ven- 
tilation is most carefully outlined, 
and although the requirements differ 
somewhat according to the size of the 
plant, and the refrigerant used, there 
must always be an opening to the 
outer air, the area of the openings 
being governed by the quantity of re- 
frigerant. Such a requirement does 
much to prevent the gases which may 
escape from a leak from collecting in 
the room in such quantity than an ex- 
plosion results. 

Investigations of many explosions 
have revealed that little or no atten- 
tion has been given to proper ventila- 
tion. An explosion which occurred 
in a down-town market in New York 
City, some years ago, where an eight 
ton ice plant was operated, was re- 
ported to be the result of poor ven- 
tilation. The complete apparatus 
was located in a room, 8 x 16, cut 
off from the rest of the basement by 
a fire door. From the inspector’s re- 
port, it appears that a leaking gasket 
on one of the ammonia lines allowed 
considerable gas to escape, that the 
gas collected in the room, and the ex- 
plosion quite naturally followed. 

Added to the poor ventilation of 
the room, the installation became 
doubly dangerous because for driving 
the compressors, the commutator 
brush type of motor was used. Even 
in normal operation, this type motor 
throws off electrical sparks, and one 
of these sparks probably ignited the 
escaped gas. The explosion was not 
very bad; no one was injured, and 
the owners of the market proceeded 
to make repairs which did not take 
into consideration the dangers inhe- 
rent in their system. (This was be- 
fore the passage of the city ordin- 
ance regulating such installations. ) 
The possibility of another explosion 
was great, according to the inspector. 

At the annual meeting of the Na- 
tional Safety Council, held in the au- 
tumn of 1929, the problem of the in- 
creasing number of leaks in ammo- 
nia pipes was considered. Dr. Mc- 
Nally of the Public Health Depart- 
ment reported a steady increase of 
such leaks, and propounded the 
question of what would happen dur- 
ing the next few years when many 
more pipes would be old. In a study 
of leaks occurring in household in- 

(Continued on Page 24) 
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Wreck of the Ocean Liner Muenchen Destroyed by Explosion and Subsequent Fire 


Valuation To Measure Fire Losses 


Discussion of Cases Concerning Recovery Under the Terms of the 
Standard Fire Insurance Policy 


HE special interest in the theory 

of valuation that has been 
aroused by the recent public utility 
cases culminating in the O’Fallon de- 
cision’ makes particularly timely a 
study of the whole field of judicial 
valuation with reference to the pos- 
sible influence of the purpose of the 
appraisal on the values that are 
reached by the courts. One phase of 
this study is covered in the present 
article. The cases discussed here are 
concerned with value as a measure of 
recovery for losses under one type of 
insurance policy, the Standard Fire 
Insurance Policy.? Even in this re- 
stricted field attention is given only 


By JAMES C. BONBRIGHT 
and 
DAVID KATZ 


November, 1920, Issue of The Columbia 
Law Review. 


From the 


*This is one of a series of articles pre- 
pared by the writers and their associates on 
the judicial valuation of property for dif- 
ferent purposes. The completed study will 
be published in monograph form, under the 
auspices of the Columbia University Coun- 
cil for Research in the Social Sciences. 








to the problem of valuing an entire 
property, with no consideration of the 
further problem of estimating loss re- 
sulting from injury or partial destruc- 
tion.® 








*St. Louis & O'Fallon Ry. Co. 1 v. . United 
States, 49 Sup. Ct. 384 (1929). 

? From the valuation aspect, perhaps, the 
most interesting of the omitted fields of 
property insurance is that of marine insur- 
ance which is governed by quite different 
rules from those applied to the standard 
fire insurance policy. Most marine insur- 
ance policies are valued policies, which sel- 
dom raise any problems of valuation ex- 
cept in case of partial rather than total loss. 
Non-valued policies are also issued, how- 
ever. Where the policies state the measure 
of recovery in general terms, such as “cash 
value,” the American courts have inter- 
preted this to mean the value at the place 
and time where the risk commenced, that 


From a functional point of view the 
problem of valuation to measure in- 
surance losses is closely related to the 
problem of valuation as a measure of 
recovery in damage cases. In both 
of these types of cases the object is to 
grant compensation for a loss that has 
been Sustained, and a value is placed 
upon the property simply for the pur- 


pose of determining the proper 
amount of compensation. One may 
expec Ce 














out this expectation—that courts in 
their opinions as to the meaning of 
‘cash value” as a measure of insur- 
ance recovery will be greatly influ- 
enced by the rules and practices which 








is, where the policy took effect rather than 
the value either at the point of destruction 
or at the point of destination. This rule 
has been applied both to the evaluation of 
ships, MARSHALL, MARINE INSURANCE (5th 
ed. 1865) 503 and of cargo, Warren v. 
Franklin Ins. Co., 104 Mass. 518 (1870). In 
valuing the ship, courts have accepted a 
standard which they call “sound value,” by 
which they seem to have meant the mar- 
ket value of the ship where it does have a 
fair market value or cost of reproduction 
minus depreciation in the absence of a 
fair market. 

In the valuation of the cargo some courts 
have accepted as the basis the so-called 
prime cost, that is, the cost incurred by the 





shipper, 


including cost of insurance and 
freight to the point of shipment. Other 
courts, however, have taken the market 
value of the goods at the time and place 
of shipment instead of the prime cost. 
Le Roy v. Unit Ins. Co., 7 Johns 343 (Sup. 
Ct. N.Y. WS): Carson v. Marine Ins. 
Co., 5 Fed. Cas. i78 CC. C. BD. Pe. Tie). 

Some very interesting questions arise in 
connection with the insurance of liability 
for what is called the “general average 
loss.” This refers to the apportionment of 
liability for loss of cargo which has been 
jettisoned and for expenses incurred in 
order to save the cargo and the ship. In 
this situation there is a rule of law to the 
effect that the loss must be apportioned to 
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they have developed in the older and 
more litigated field of damage law.* 
But despite the marked similarity in 
function between the valuation of 
property under the law of damages 
and under the law of insurance, there 
are nevertheless important differences 
which may conceivably lead to dis- 
tinctions in principle or practice be- 
tween the two types of cases. Among 
these differences is, first, the fact that 
the measure of insurance losses, un- 
like the ordinary measure of damages, 
is set by contract, that is, by the terms 
of the policy. This policy contains 
clauses defining “value” and setting 
other limits to the recovery, such as 
the limiting clause restricting recov- 
ery to no more than replacement cost. 
Another distinction arises from the 
fact that the psychological setting, 
which may lead to a higher or a lower 
appraisal, may differ markedly as be- 
tween the two related fields of litiga- 
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element of guilt, or at least of neglig- 
ence, in the act of the defendant, 
which is not present with respect to 
the company in the insurance case. On 
the other hand, in the measurement of 
insurance loss there may be present 
in the mind of the judge, if not of the 
jury, the desire to guard against the 
so-called “moral hazard,” that is, the 
risk of incendiarism that undue lib- 
erality would encourage. Offsetting 
this tendency toward a low valuation, 
however, there is the likelihood that 
the insurer may be thought of, by the 
jury at least, as a rich defendant 
which can afford to bear a heavy pay- 
ment. There is the further possibility 
that a jury may be influenced by the 
fact that the insured has paid for a 
certain amount of insurance—an 
amount which has already been ap- 
proved by the insurer—with the re- 
sulting tendency to make the ;recov- 
ery approximate the total amount in- 






Just how these subtle psychological 
influences may work themselves out 
in the actual awards is a question that 
our study of judicial opinions is un- 
able to answer. An answer could be 
given, if at all, only by persons who 
are intimately familiar with the re- 
sponses of juries and judges to the 
special fact situations of insurance 
cases. The most that can be attempted 
here is to note how these fact situa- 
tions may have affected the principles 
as enunciated by the courts in their 
written opinions. 


THE NATURE OF THE POLICY AS 
AFFECTING THE MEASURE 
OF RECOVERY 


EFORE discussing the litigated 
cases we must note the precise 
nature of the contract, as stated in the 
policies, on the interpretation of which 
the decision may turn. 
Policies insuring against loss of 

















tion. In a damage suit, on the one sured for in case of a complete de- property are either “valued” or “non- 
hand, there is likely to be present the struction of the property.® valued.” A “valued policy” is one 
the owners of the jettisoned cargo of the Company v. Insurance Co., supra, the Ins. Co. 1 Har. 294, 114 Atl. 211 
remaining cargo, and of the ship on the court stated that the proper method (Del. 1921). 


basis of the relative values of these three 
things. For the purpose of determining 
these relative values, however, different 
rules as to the time and place of valuation 
are adopted from those noted above as 
applying to the measurement of recovery 
for total loss. The subject is too complex, 
however, for discussion in this note. It 
may be remarked in general that marine 
insurance law shows a much greater ten- 
dency than does fire insurance law to crys- 
tallize the rules of recovery where the 
policy makes the basis of recovery depend 
on the cash value of the property. That 
is to say, there is less effort to make the 
time and place of valuation depend upon 
an attempt to grant indemnity under the 
particular circumstances of the case, and 
there is much greater adherence to easily 
ministered rules of thumb. WunTER, Ma- 
RINE INSURANCE (2d ed. 1929) c xviii. 

*The omission of a discussion of the 
measurement of partial loss would seem at 
first to be serious in view of the fact that 
most insurance losses are of this type. As 
a matter of fact, however, the reported 
opinions on this subject raise but few in- 
teresting valuation problems. This is due 
largely to the fact that in most cases the 
amount of loss is measured by the esti- 
mated cost of repairing the property, a 
measurement which does not require the 
determination of its value. It may be worth 
while, however, to summarize briefly the 
general principles applied to the measure- 
ment of partial losses. 

(1) Parttat Losses UnNpber a Non- 
VaLuep Poticy. 

(a) Personal Property. The stated 
measure of recovery here is the differ- 
ence between the value of the property 
before and after the injury. Farmers 
Merc. Co. v. Ins. Co., 161 Iowa 5, 141 
N. W. 447 (1913). In ascertaining the 
value of the property in its uninjured 
condition courts follow the usual rules 
applied to cases of complete destruc- 
tion. Hoffman v. Aetna Ins. Co., 1 
Rob. 501 (N. Y. Super. Ct 1863) ; aff’d 
32 N. Y. 405 (1865). The measure- 
ment of the value of the property after 
the injury has been discussed in only 
very few cases. In Farmers Merc. 


was to secure the testimony of wit- 
nesses as to the value after the fire, 
although it indicated that there was 
no error in permitting a witness to 
state the value before the fire and then 
to state the percentage of depreciation 
resulting from the injury. Two cases 
hold that, where the insured disposes 
of the damaged property at public 
auction, the amount received therefor 
is proper though not necessarily con- 
clusive evidence of the value after the 
fire. Reading Ins. Co. v. Egelhoff, 115 
Fed. 393 (C. C. W. D. Mo. 1902) ; Cle- 
ment v. British Ass. Co, 141 Mass. 
298, 5 N. E. 847 (1886). 

(b) Real Property. There are three 
possible measurements of partial loss 
in these cases: 


(1) Cost of restoring with mate- 
rials of like kind and quality. 


(2) Difference between the value of 
the building before and after the fire. 


(3) Difference between the value of 
the entire piece of real’ estate (that is, 
building plus land) before and after 
the fire. 

Unfortunately the reported cases are not 
clear either as to which of these methods 
is being used or as to the methods of valua- 
tion to be applied to the second and third. 
This paucity of discussion is probably due 
for the most part to the fact that the limit- 
ing clause in the standard policies prevents 
recovery in excess of the cost of repairing 
or replacing. Commercial Fire Insurance 
Company v. Allen, 80 Ala. 571, 1 So. 202 
(1886). 


(2) Parttat Losses UNDER VALUED 
PoLicies. 

In most jurisdictions it has been held 
that the recovery for partial loss is to 
be measured under valued policies in 
just the same way as under non-valued 


policies. RicHarps, INSURANCE (3d 
ed. 1909) 300. In some jurisdictions, 
however, the amount stated in the 


policy is conclusive of the value before 
the fire, and the measure of loss is 
this face value less the value of the 
property after the fire. 


Bice v. Home 





From the point of view of the theory 
of valuation the most interesting ques- 
tion involved in the measurement of 
partial loss is the question whether the 
estimate of a loss as measured by the 
difference between value before and 
after the injury can result in a different 
figure from the estimate of loss as 
measured by the cost of repairing the 
damage. For example, can a building 
which has been damaged by fire and 
which would cost $10,000 to restore 
to its previous condition be said to 
have depreciated in value by an amount 
in excess of $10,000? The presence of 
the limiting clause in the fire insur- 
ance policies, however, has prevented 
this question from being raised in cases 
of this type. The same point has been 
at issue, however, in damage cases. 


Fitzsimons & Connell Co. v. Braun, 199 
Ill. 390, 65 N. E. 249 (1902) ; Dammann v. 
City of St. Louis, 152 Mo. 186, 53 S. W. 
932 (1899); Bates v. Warrick, 77 N. J. 
Law 387, 71 Atl. 1116 (1909); City of 
Globe v. Rabogliatti, 24 Ariz. 392, 210 Pac. 
685 (1922). 

*See McAnarney v. Newark Fire Insur- 
ance Co., 247 N. Y. 176, 181, 159 N. E. 
902, 903 (1928). “Actual cash value equals 
actual value expressed in terms of money. 
For methods by which actual value may be 
ascertained we must look beyond the terms 
of the policy to the general principles of 
the law of damages.” 

° Undoubtedly the majority rule, that the 
face value of the policy is not admissible 
as proof of the value of the property de- 
stroyed, is an attempt on the part of courts 
to forestall any such result. German Ins. 
Co. v. Everett, 36 S. W. 125 (Tex. Civ. 
App. 1896) ; Home Ins. Co. v. Stone River 
Nat’! Bank, 88 Tenn. 369, 12 S. W. 915 
(1889); Lion Fire Ins. Co. v. Starr, 71 
Tex. 733, 12 S. W. 45 (1888). 

°6 Cootey, Briers on INSuRANCE (2nd 
ed. 1928) 4889; 1 Crement, Fire INsur- 
ANCE (1905) 93; RicHarRps, INSURANCE, 
supra note 3, 21; 1 May, INsuRANCE (3d 
ed. 1891) 47; The Fire Insurance Contract 
(1922) 278; Mont. Rev. Copes (Choate 
1921) §8116; S. D. Rev. Cone (1919) 
§ 1418. 




















where, for the purpose of the risk in- 
‘sured, the value of the property is 
agreed upon by the parties and is ex- 
pressed on the face of the policy. A 
policy which merely states that the 
amount of insurance is for a fixed 
sum, or one which merely estimates 
the value of the property is not a 
“valued policy.” 7 In the absence of 
legislation, valued policies are most 
frequently used in marine insurance. 
In the event of a total loss, the insured 
is entitled to the agreed value and need 
not adduce any evidence as to the 
actual value of the property de- 
stroyed.*. The agreed value may be 
disregarded, however, if the insurer 
can show that it was arrived at as a 
result of misrepresentation by the in- 
sured.® 

In some states, “valued policy” laws 
have been enacted. Some of these 
statutes provide that policies cover- 
ing real property (or, in a few states, 
any type of property) against loss by 
fire or other expressed risks shall con- 
tain an agreement as to the value of 
the property and that this stipulated 
value shall be conclusive.*° Other 
statutes provide that a policy shall 
be considered a liquidated demand 
against the company for the full 
amount stated in the policy... This 
latter type of statute differs from the 
former in that it seems to obviate the 
necessity of incorporating in the pol- 
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icy an explicit agreement as to value. 
A third type of statute merely makes 
the face amount of the policy prima 
facie evidence of the value.1? Under 
the first two types of statutes the in- 
surer may not upset the fixed value, 
except where he can show that the 
valuation was procured by fraud.** 

In most jurisdictions the use of 
valued policies is forbidden by the 
enactment of laws requiring the use 
of the “non-valued” or “open” pol- 
icy..* This type of policy, which is 
the one with which we are concerned 
in the present article, leaves the meas- 
ure of loss to be determined after 
the catastrophe has occurred.*®° The 
amount for which the property is in- 
sured is, therefore, simply the upper 
limit of recovery. As to the measure 
of loss under open policies, some sim- 
ple types of contract consist merely of 
a promise on the part of the insured to 
“indemnify” or to “save the insured 
harmless” in the event of loss.*® 
Others make “cash value” or “actual 
cash value” of the property destroyed 
the basis of recovery,’’ and of these 
a few add various instructions as to 
the methods of ascertaining the value 
in question.*® 

At the present time the forms of 
the policies are prescribed by statute 
in practically every state, and it is 
obligatory upon a company writing 
insurance in any one state to use the 
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standard form. The use of standard 
policies began in Massachusetts in 
1882.1° The policy there prescribed 
reads that the company “shall not be 
liable beyond the actual value at the 
time any loss or damage happens.” 
New York, in 1886, established a 
standard policy providing that 
“the company shall not be liable be- 
yond the actual cash value of the prop- 
erty at the time any loss or damage cc- 
curs, and the loss or damage shall be 
ascertained or estimated according to 
the actual cash value with proper de- 
ductions for depreciation, however 
caused, and shall in no event exceed 
what it would then cost the insured to 
repair or replace with material of like 
kind and quality.” ” 

In 1918 the present New York 
standard superseded the older pol- 
icy.*' It provides that the company 

“does insure to the extent of the actual 
cash value (ascertained with proper 
deductions for depreciation) of the 
property at the time of the loss or the 
damage, but not exceeding the amount 
it would cost to repair or replace the 
same with material of like kind and 
quality, within a reasonable time after 
such loss or damage.” 

The Massachusetts, the old New 
York and the present New York 
standard policies are the models of 
policies required or used throughout 
the country,”* save in those jurisdic- 
tions which require the use of “valued 
policies.” 

It will be noted that, while the Mas- 
sachusetts form makes “actual value”’ 











* Williams v. Continental Ins. Co., 24 
Fed. 767 (D. Minn. 1885); Lycoming Ins. 
Co. v. Mitchell, 48 Pa. 367: (1864); 6 
CooLey, op. cit. supra, 5098. 

*6 CooLey, op. cit. supra note 6; see Wil- 
liams v. Continental Ins. Co., supra note 7. 
°6 CooLey, op. cit. supra note 6, 5098. 

Det. Rev. Cope (1915) §599; Fra. 
Gen. Laws (Skillman 1927) § 6240; Ky. 
St. (Carroll, 1922) § 700. 

* Ark. Dic. Stat. (Crawford & Moses, 
1921) §6147; N. H. Laws 1885, c. 9352. 

* Towa Cope (1927) §976. 

* Hartford Fire Ins. Co. v. Redding, 47 
Fla. 228, 37 So. 62 (1903); Fadden v. In- 
surance Co., 77 N. H. 392, 92 Atl. 335 
(1914). 

*In some jurisdictions the “non-valued” 
policy must be used in writing insurance on 
personalty; the “valued” policy is required 
as to realty. Thus in Nebraska the valued 
policy law, Comp. Stat. (1922) § 7809, is 
not affected by Comp. Stat. (1922) § 7836 
relating to the “non-valued” policy. See 6 
CooLey, op. cit. supra note 6, 5101. 

* Both the valued and the non-valued 
policies have their own obvious advantages 
and disadvantages. The former avoids most 
litigation and permits the amount of the 
premium to be adjusted to the amount of 
loss for which the insurer is really liable. 
The latter, on the other hand, avoids the 
necessity of expensive appraisal of all prop- 
erty prior to the placing of the insurance. 
It also aims to restrict recovery to the 
loss actually suffered at the time of the 
fire, which may be far less than the value 
of the property at the time of the writing 
of the policy. The chief reason for using 
the valued policy in marine insurance is 
that the values of a ship and cargo at the 


time of the loss are extremely difficult to 
estimate with any confidence. 

*In Carey v. London Provincial Fire 
Ins. Co., 33 Hun 315 (Sup. Ct. N. Y. 1884) 
the policy was so written. 

“Home Ins. Co. v. Stone River Nat’l 
Bank, supra note 5, at 377: “The undertak- 
ing of the company as expressed in the 
policy was ‘to make good... all such im- 
mediate loss .. . to be estimated according 
to the actual cash value of the property at 
the time of the loss.’... ” J 

* An illustration of this type of policy 
is found in Jns. Co. v. Lumber Co., 186 
N. C. 269, 271, 119 S. E. 362, 363 (1923). 
After making actual cash value the basis 
of recovery, the policy read: “the cash 
value of the leaf tobacco covered by this 
policy shall be computed at not more than 
the average price obtained on sales of leaf 
tobacco in public sales warehouses nearest 
to the agency issuing this policy, said sales 
to embrace a period of one week prior to 
the date of the fire as per authentic official 
records of such warehouses; said average 
price to be found by dividing the total 
quantity sold during the period specified 
into the total price obtained during such 
period.” 

* An attempt to draw a standard policy 
was made in 1873 (Mass. Laws 1873, c. 
331). Its use was not compulsory. The 
present policy was enacted in 1882 and now 
is part of the General Laws of Massachu- 
setts (1921) c. 175, § 99. 

*N. Y. Laws 1886, c. 448; Gen. Laws 
of 1892, c. 38; The Fire Insurance Contract 
(1922) 20 et seq. 

*4 Birpseye, CumMMInG & GILBERT’s 
Consotipatep Laws or N. Y. (2nd ed. 
1917) § 121. 


“The Massachusetts type of policy is 
used in Me., Rev. St. (1916) § 848; Minn., 
Gen. Star. (1923) § 3512; and N. H., Pus. 
Laws (1926) c. 276, §1. The old New 
York Standard is still law in Cal., Gen. 
Laws (Deering, 1923) Art. 3729, §18™%, c. 
192; Conn., Gen. Stat. (1918) § 4075; La., 
Const. & Stat. (Wolf, 1920) § 22; Okla., 
Comp. Laws (1921) §6767; R. L, GEN. 
Laws (1923) §3813; S. D. Rev. Cope 
(1919) § 9199 (S. D. at first had the Mass. 
type of statute, S. D. Laws 1907, c. 170) ; 
and Fowa, Cope (1924) § 9018 (in the Iowa 
policy the word “then” is omitted). The 
following states have enacted the present 
form of the New York Standard: Ariz., 
Rev. Stat. (1913) § 3440; N. J., Comp. 
Stat. (1910) §77, p. 2862, Cum. Suppl. 
(1924) 1586; Neb., Comp. Start. (1922) 
§ 7836; N. C., Cons. Stat. Ann. (1919) 
§ 6437; Mich., Comp. Laws (Cahill Supp. 
1922) 1056; Pa., Purpons Dicest (Supp. 
1916-21) 8552; W. Va. Cope ANN. 
(Barnes, 1923) 622; Wis., Strat. (1925) 
1608. Other jurisdictions provide that the 
insurance commissioner shall draw up a 
policy to be used within the state; Ga. ANN 
Cope (Park, 1908) §2470; N. D., Comp. 
Laws Ann. (1913) § 6625; Ore. Laws 
(Olson, 1920) § 6393. 


* Much discussion can be found in the 
legal opinions as to whether or not dif- 
ferent forms of insurance policies are to be 
deemed “contracts of indemnity.” There 
is some confusion here because of the fact 
that the phrase, “contract of indemnity,” is 
used in two different senses. In its nar- 
rower sense it may denote a contract under 
which there may be no recovery in excess 
of an amount sufficient to indemnify the 
insured for all loss sustained by him. In 
a broader sense, however, the term may 
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of the property the measure of recov- 
ery, both of the New York forms in 
effect set the measure at the lesser of 
two figures—(a) cash value or (b) 
replacement cost. The question there- 
fore arises as to what, if any, effect 
the limiting clause in the New York 
forms may have on the amount of the 
recovery. Conceivably the effect may 
be nil because of the judicial practice 
of interpreting “cash value” itself 
either as synonymous with or limited 
by replacement cost. It is necessary, 
therefore, to discuss first the meaning 
of “cash value,” and afterwards to 
raise the issue as to the real signific- 
ance of the replacement cost clause 
as a limiting feature. 


“CasH VALUE” AS A DEVICE FOR 
FIXING THE AMOUNT OF 
DAMAGE 

[ is a cardinal doctrine in the law 

of property insurance no less than 
in most divisions of the modern law 
of damages that the measurement of 
the recovery must be governed by the 
principle of indemnity.?* By this is 
meant that the amount for which the 
insurer is liable shall not exceed full 
compensation to the insured for the 
injury sustained. The allowance of 
a greater sum is regarded as an evil, 
first because it turns the insurance 
policy into a gambling contract, and 
second because it creates a “moral 
hazard,” due to the temptation of the 
insured to cause the very loss which 
is being covered, or, at all events, to 
provide no adequate safeguards 
against the loss. 

Reasoning from this doctrine of in- 
demnity as a premise, one might infer 
that the “values” which courts will 
accept in the insurance cases are sim- 
ply a measure of the injury done to 
the owner through being deprived of 
his property. “Value” would then 
mean “value to the owner,” which in 
turn would be simply an expression 
in positive form of the damage done 
to the owner because of the depriva- 
tion. As a matter of fact, the con- 
struction placed by courts on the 
meaning of “cash value” has been 
greatly influenced by the line of reas- 
oning that has just been suggested. 
3ut it is none the less true that courts 
have not carried the close association 
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between the “value” of property and 
the injury resulting from its destruc- 
tion to the point of completely identi- 
fying the two concepts. On the con- 
trary, they have often applied princi- 
ples of valuation which must result 
sometimes in more and sometimes in 
less than full compensation. 

This discrepancy between the “cash 
value” of the property and the amount 
of injury which its destruction causes 
the owner, is to be explained by the 
fact that courts have tended to think 
of value as something more or less in- 
trinsic and objective, with the result 
that their valuations have often delib- 
erately disregarded certain peculiar 
circumstances which bear on the sig- 
nificance of the particular property to 
the particular owner at the precise 
time when the destruction took place. 
More specifically, there has been a 
tendency to identify cash value with 
replacement cost even in those cases 
where this standard obviously departs 
very widely from a measure of the 
injury sustained by the owner of the 
property. 


Some courts have even held that 
the identification of “value” with re- 
placement cost is quite in conformity 
with the principle of indemnity, for 
they have taken “indemnity” to mean, 
not an amount sufficient to put the 
owner in as good a position as he was 
before the fire, but rather an amount 
sufficient to enable him to replace the 
destroyed property with substantially 
similar property.** “Indemnity” is 
thus confused with “restitution.” As 
will be noted in the review of the 
cases, however, there has been a dis- 
tinct tendency on the part of the 
courts, within recent years, to adhere 
more closely to the principle of in- 
demnity and to depart more freely 
from the principle of physical restitu- 
tion. This tendency jhas taken the 
form of a disposition to require full 
deductions for depreciation of all 
kinds before replacement cost will be 
accepted as a measure of cash value. 
It has also manifested itself in an in- 
creased readiness, at least of some 
courts, to abandon completely the use 
of replacement cost as the measure of 
“cash value” in certain cases where 
the fact situation indicates that an- 











refer to any contract the purpose of which 
is to indemnify the insured (as distinct 
from the contrary purpose implied in the 
wagering contract). According to this 
broader definition a valued policy would 
be regarded as a “contract of indemnity” 
even though the amount of recovery al- 
lowed in any individual case happened to 
exceed what would be regarded as com- 
plete indemnity, so long as the purpose of 
the contracting parties may be presumed to 
have been to provide only for indemnity. 
According to the narrower definition, how- 
ever, only a non-valued policy could be re- 


garded as strictly a contract of indemnity. 
See Eagle Ins. Co. v. Lafayette Ins. Co., 
9 Ind. 443, 445, (1857) ; Getchell v. Merc. 
Mfg. Co., 109 Me. 274, 277, 83 Atl. 801 
(1912) ; Tabbut v. Am. Ins. Co., 185 Mass., 
419, 421, 70 N. E. 430, 431 (1904) ; Ricu- 
ARDS, INSURANCE, supra note 3, 27. 

“Washington Mills Emery Mfg. Co. v. 
Ins. Co., 135 Mass. 503 (1883) ; Merchants 
Ins. Co. v. Frick, 5 Ohio Dec. 47 (1873). 

* Baroness of Pontalba v. Phoenix As- 
surance Co. of London, 2 Rob. 131 (La. 
1842). Farmers Mut. Ins. Co. v New Hol- 
land Turnpike, 122 Pa. 37 (1888). 





other measure of recovery would 
come closer to a compensation for the 
loss actually sustained. 


But the growing tendency of courts 
to make the basis of valuation accord 
more and more closely with the prin- 
ciple of indemnity is subject to much 
greater qualification in cases where 
the application of cost of physical res- 
titution would result in underindem- 
nity than in cases where it would re- 
sult in an excess compensation. This 
is true because standard fire insur- 
ance policies, even when designed to 
limit recovery to no more than an in- 
demnity for loss, do not purport even 
in theory to compensate for the entire 
loss that may result from the destruc- 
tion of property. A distinction is 
drawn between those losses that are 
reflected in the “cash value” of the 
property destroyed, and those addi- 
tional, incidental losses that the owner 
may suffer because of sudden depriva- 
tion.*° Examples of the losses of the 
latter type would be the loss of profit 
resulting to a factory owner because 
of a temporary shut-down following a 
fire, losses of rent or of the use of a 
new building between the time of its 
destruction and the erection of a new 
building, losses of the opportunity of 
selling his goods at a profit because 
of the fact that these goods cannot be 
replaced in time to avoid missing the 
market, liabilities for breach of con- 
tract that a vendor may incur because 
the destruction of his goods forces 
him to default in his delivery. All of 
these damages clearly would be cov- 
ered by any policy that may be said to 
provide for complete indemnity ; yet, 
with some exceptions that will be 
noted later, they are all held to be ex- 
cluded under the standard, fire insur- 
ance policy. The exclusion is based 
partly on the operation of the “limit- 
ing clause” in these policies, which 
limits recovery to replacement cost, 
and partly on the interpretation of 
the meaning of “cash value” itself, 
which is generally construed to ex- 
clude an allowance for loss of profits, 
rents, etc. These incidental losses 
may be covered only by special forms 
of insurance, such as ‘“‘use and occu- 
pancy,” “rent,” or “profits” insur- 
ance.*° 

The distinction thus drawn between 
that part of a loss which is reflected 
by the “value” of the destroyed 
property (which is alone covered by 
the standard policy) and that other 
part of the loss that is thought of as 
“incidental” (which must be covered 
by more specialized types of policy) 
is a distinction that is familiar to the 
student of damage law. In this re- 
lated field of law, liability for “gen- 

(Continued on Page 20) 
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Acquisition Costs Hearing 


Special Committee of National Convention of Insurance Commissioners 
Holds Important Sessions In Chicago 


UNE’S biggest news in the insur- 

ance world was the open meeting 
of the Acquisition Costs Committee 
of the National Convention of Insur- 
ance Commissioners at the Edge- 
water Beach Hotel in Chicago on 
June 11th, 12th and 13th, 

The announcement of a program 
dealing with the price paid for getting 
fire, casualty and compensation busi- 
ness, brought to the meeting a large 
number of the most prominent execu- 
tives of leading insurance companies 
in the country, many of whom spoke 
on various phases of the controversy. 

The upshot of the sessions was a 
general agreement that commissions 
paid are too high in certain instances, 
but that little could be done about the 
matter without more time for serious 
study of the problems involved. 


Commissioner Livingston, Chair- 
man of the Committee, and his as- 
sociates, Milton A. Freedy, Wiscon- 
sin; Albert Conway, New York; Ray 
Yenter, Iowa, and Matthew H. Tag- 
gart of Pennsylvania, gave ample op- 
portunity for all sides to be heard, and 
enlivened the inquiry with- their own 
searching questions asked of the 
speakers. The committee was emi- 
nently fair and open minded in the 
conduct of the meeting, and even 
when heated argument threatened, 
preserved an admirable poise. 


Chairman Livingston announced 
that all the suggestions received 
would be given careful consideration, 
and a report would be made at a later 
date, probably at the September meet- 
ing of the committee in Hartford. 


As indicating the scope which the 
inquiry was meant to cover, the fol- 
lowing preliminary statement made 
by the Committee’s Secretary J. J. 
McGrath is printed in part as follows: 





ES a 
HON. CHAS. D. LIVINGSTON 


HIS memorandum contains a 

brief summary of conditions 
prevailing in the insurance business 
with regard to acquisition cost. 


Casualty and Surety Business 

The following exhibit shows the 
total production costs by lines of 
business for the calendar years 1923 
to 1929 inclusive, and is on the basis 
of premiums written on direct busi- 
ness to incurred production expenses : 








Line of Business 


“ 1923 
% 

MON oy ele perk va Weaiawe 36.6 
NI are oi pea a sreies bu ios 4 So's Bb 
Automobile Liability ...........%- 25.8 
Liability (Not Auto) ..........5.. 25.2 
Workmen’s Compensation ........ 17.9 
i A ice ne ene. 
RN Scie cts Aes nero v8 on cabo ase 34.1 
MME RMU ace 2h 2cicdsi vino oevicla sia ABE 36.0 
PUN Feo axis 9 4:06.58 0hie epee neal 32.6 
SN III, ios sours Clee argueiae nee 28.7 
Engine and Machinery ...........29.2 
Pt A 3 Sr ere 26.8 
Automobile Collision ............. 26.0 
Other P. D. and Collision......... 22.6 
Se eer 18.8 
OS ES eee ee oe 29.9 
PRUSCONAMOOUBT o.oi5ccikc és ccescsece 21.2 
oT ent re meer ea 26.6 


Ratio to Premiums Written—Direct Business 


1924 1925 1926 1927 1928 

% % % % % % 
36.3 36.1 36.1 36.2 36.1 35.8 
32.3 32.6 32.1 30.4 288 27.7 
25.0 24.7 24.3 24.5 24.4 24.7 
24.4 23.6 23.4 244 24.9 25.6 
17.7 17.2 17.0 17.3 17.7 18.1 
29.2 29.8 29.0 28.5 27.9 27.7 
31.9 33.6 32.6 33.0 33.4 34.0 
35.0 35.1 34.7 35.4 35.7 36.2 
29.6 30.3 30.3 31.6 31.7 32.6 
28.4 = 27.5 27.5 28.7 28.2 28.4 
27.8 26.6 30.0 28.7 28.6 28.9 
25.9 25.7 25.4 26.2 26.2 26.7 
25.8 25.8 26.2 26.9 27.2 27.7 
23.3 fiz 2260 Za 23.6 24.5 
28.1 28.9 30.1 28.5 32.0 32.4 
29.6 28.0 27.8 28-8 27.6 28.7 
22.1 19.4 25.6 24.2 17.7, 26.2 
26.0 25.8 25.3 25.6 25.7 25.9 


*Miscellaneous includes Check Forgery, Live Stock, Non-Cancellable Accident and 
Health and Workmen’s Collective. 


It will be noted that accident, 
health and fidelity business have 
shown a gradual improvement over 
the period in question. Automobile 
liability, liability other than auto, 
workmen’s compensation, surety, 
plate glass, burglary, steam boiler, 
automobile property damage and 
sprinkler coverages show a gradual 
improvement up to 1926, from which 
point acquisition costs have mounted. 
Engine and machinery insurance, 
automobile collision, other property 
damage and collision, and miscel- 
laneous coverages reached a low ebb 
in acquisition costs during 1925, 
from which year they have steadily 
mounted. Between the years 1928 
and 1929 the following lines of busi- 
ness show an increase in the total 
production cost: automobile liability, 
liability other than auto, workmen’s 
compensation, surety, plate glass, 
burglary, steam boiler, engine and 
machinery, automobile property 
damage, automobile collision, other 
property damage and collision, cred- 
it, sprinkler and miscellaneous lines. 
In other words, 14 out of 17 lines 
enumerated show an increase in ac- 
quisition cost. This is in spite of the 
fact that the premium volume writ- 
ten by the companies involved has 
increased from $587,582,331 in 1928 
to a total of $623,287,736 in 1929 or 
an increase of approximately $36,- 
000,000 in one year. 


SOX 


HE total production cost ex- 

ceeds the maximum ratios al- 
lowed by the rules of the Confer- 
ences on Acquisition and Field 
Supervision Cost for Casualty Insur- 
ance and Fidelity and Surety Busi- 
ness on the following lines of busi- 
ness : 


(See List at Bottom of Next Page) 

Much of the increase in acquisition 
costs is undoubtedly due to intense 
competitive conditions. The fault 
perhaps lies in the anxiety of new 
companies to acquire business and in 
the desire of the older companies to 
protect their business, at the same 
time increasing their volume. This 
leads to compensating some agents 
and brokers beyond the value of their 
services. It is also probable that as 
a result these commission payments 
are unfair to the qualified agent and 
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broker who performs substantial 
services for both the company and 
the assured, thereby relieving the 
company of considerable work. Many 
agents and brokers of companies are 
undoubtedly little more than solici- 
tors, and although they do not per- 
form services comparable with those 
of the experienced policy writing 
agent and the responsible qualified 
broker, are nevertheless compensated 
on an equal or higher basis than 
either. 

There is a further influence that 
would result from the disposition to 
appoint agents out of proportion with 
the normal economic needs of the 
business. Many of these agents who 
are not qualified by reason of expe- 
rience or ability, but are compensated 
on the same basis as the trained and 
qualified agents, are not able to per- 
form for the assureds or the compa- 
nies the essential services of an agent. 
The burden of this responsibility 
then falls upon the company who 
must perform the services at its own 
expense, thus increasing the admin- 
istration expenses of the companies. 

It would therefore appear that the 
production field is overmanned and, 
in a great many cases, overpaid. 

Fire Insurance and Allied Lines 

HAT I have said about the un- 

satisfactory condition with re- 
gard to acquisition costs for casualty 
and surety companies can be said 
with equal or greater force with re- 
gard to fire insurance and allied lines. 
The payment of an excessive rate of 
commission to incompetent and un- 
qualified agents and brokers who 
have not the facilities or the ability 
for performing the essential services 
of the business, is the great problem 
of acquisition cost. It necessitates 
the performance by company home 
offices, branch offices and qualified 
agents through whom the business is 
placed, of services which should 
properly be performed by the pro- 
ducer. This increases the expense 
burden of the companies and general 
agents besides reducing the volume 
of business available to the qualified 
agent. The increase of commission 
scales in excepted cities has not re- 
sulted in increased benefit to the re- 
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cipients. They have merely found 
that it has stimulated an increase in 
the number of competing agents. It 
has increased the number of brokers 
and it has developed a large number 
of non-policy writing agents. The 
development of branch offices pay- 
ing brokerage commissions but not 
limited in the top cost of their oper- 
ation, has been a source of embar- 
rassment to general agents who can- 
not afford to render the services that 
a branch office does, out of the over- 
riding commission allowed them. At 
the same time, the branch offices 
competing with the general agents 
have reduced the general agent’s vol- 
ume. 


It is needless to say that acquisi- 
tion cost and other expenses of fire 
insurance companies have increased 
during the past ten years. In view, 
however, of the manner in which re- 
ports are made, it is impossible to 
determine the principal source of the 
increased expenses. The acquisition 
cost for all lines written by all fire 
and marine companies entered in 
New York State has increased for 
the year 1928 as compared with the 
year 1918, 414%. In the same pe- 
riod the ratio of administration ex- 
penses paid by companies increased 
5%%. This, I believe, tends to bear 
out my opinion as to the double effect 
of improperly compensating agents 
and brokers. 


These increases in cost do not at 
first appear excessive, but in order 
to see their relationship to the in- 
crease in premium writings, I have 
computed the ratio of the increase in 
acquisition cost to the increase in 
premium volume for the years 1923 
and 1928. I find that the increase in 
premium volume is $103,190,533, 
while the increase in a¢quisition cost 
has been $29,037,199. The increased 
acquisition cost is 28.1% of the in- 
creased volume. A like comparison 
was made of salaries paid by the 
companies and I find that these are 
18.4% of the increased volume. 
Comparing the cost of 28.1% for the 
increased business, with the total ac- 
quisition cost of 24.7% for 1928 and 
the 18.4% increase in salaries for this 
new business as compared with 9.2% 








Maximum Production 
Line of Business Production Cost Allowed Cost Incurred Excess 
Liability Other than Auto.............. 25 25.6 6 
Workmen’s Compensation.............. 17.5 18.1 6 
MEE. Vicia ate Mutt ateneiedewnvenaed 30% 34% 4% 
INN ace ca tikwicer abies wanes 35% 36.2 12 
I ch ag teas v jvaelneie klar’ 30% 32.6 2.6 
I eo en 25% 28.4 3.4 
Engine and Machinery.............+++: 25% 28.9 3.9 
Automobile Property Damage.......... 25% 26.7 1.2 
Automobile Collision ...............-- 25% 27.7 2.7 





ratio of salaries to total business in 
1928, it is apparent that the business 
is approaching a dangerous situation. 
Bearing in mind that a large volume 
of the business included in the totals 
I have used in computing the acquisi- 
tion cost includes marine business on 
which the ratio of commission is 
considerably smaller than that for 
ordinary fire business, it is apparent 
that acquisition cost on fire business 
exceeds that reflected by the ratios 
used. 

Automobile business written by ~ 
fire insurance companies at present 
involves an inordinately high acquisi- 
tion cost. The National Automobile 
Underwriters Association, successor 
to the National Automobile Confer- 
ence, promulgated in April of this 
year a bulletin establishing a higher 
level of commissions for automobile 
business than had previously been au- 
thorized. The bulletin provides for 
the compensation of general agents 
at the discretion of the company, 
and, in general, authorizes an in- 
crease in acquisition cost to produc- 
ers in excepted cities and ordinary 
territory. The Association disre- 
garded the sincere efforts of this 
Committee to keep acquisition costs 
within reasonable bounds, and pro- 
mulgated its new schedule without 
as much as submitting it. 


YOY 
Ohio Insurance Laws 


Compiled in Book Form 


Judge C. S. Younger, State Super- 
intendent of Insurance, has just com- 
pleted a compilation of the Insurance 
Laws of Ohio. The work is very 
comprehensive, embracing all of the 
insurance laws of Ohio, in force at 
the present time, including those 
passed at the last session of the Ohio 
General Assembly. 


This neatly prepared volume cov- 
ering every phase of insurance legis- 
lation, and which has required much 
time and effort, has been pronounced 
by insurance men, who have exam- 
ined it, as a work of much merit. 


Every duly licensed insurance com- 
pany admitted to transact business in 
Ohio will be supplied with a copy of 
this latest compilation. 


Tested and True 


Mrs. Gray—“Ah, Jenny, I wonder if my 
husband will love me when my hair is 
gray?” 

Mrs. Black—“Why not? He’s loved you 
through three shades already.”—Tit-Bits. 


Chance to Elbow Yourself 


McGinty—“I’ve a terrible corn on the 
bottom of my foot.” 

Pat—“That’s a foine place to have it. 
Nobody can step on it but you.”—Detroit 
News. 














-Los Angeles Convention 
(Continued from Page 6) 


charges, which will vary according to 
the way the return trip is made. If 
coming back by a route north of San 
Francisco there will be an extra 
charge of $18 added to the fare. It 
should be borne in mind that the 
$101.22 rate includes side trips to 
Colorado Springs, Santa Fe and 
other points. Lower rates which may 
have been quoted do not give the 
privilege of such sightseeing oppor- 
tunities. 

It should be remembered that 
practically any kind of a combina- 
tion trip can be arranged, but for 
unusual itineraries special informa- 
tion must be requested. This will 
be supplied gladly by either the As- 
sociation or Federation headquar- 
ters as mentioned above. 


The special will leave the Dear- 
born Street Station, Chicago, IIli- 
nois, on Tuesday evening, August 
12th. Wednesday morning dele- 
gates from Iowa, Minnesota, the 
Dakotas, Nebraska, Missouri and 
other states will board the special 
at Kansas City. The special will 
proceed from Kansas City to To- 
peka where other delegates will be 
waiting, and from there on, arriving 
at Colorado Springs on Thursday 
morning, August 14th. A day’s 
stop will be made permitting those 
who desire to visit Pike’s Peak, the 
Garden of the Gods and other 
beauty spots of this part of the 
Rocky Mountains. The special train 
will arrive in Albuquerque on Fri- 
day evening, August 15th. A sup- 
per will be served and an Indian 
entertainment given. The dele- 
gates will pay for their own supper 
but the Indian entertainment will 
be put on by the Santa Fe railroad. 
Saturday morning, August 16th, 
will find the convention train at the 
Grand Canyon. There will be a 
small additional charge for the rail- 
road run from Williams up to the 
Grand Canyon. By many the Grand 
Canyon is considered one of the 
seven wonders of the world. The 
beauty of coloring and the chang- 
ing of the colors, particularly in 
the evening as the sun goes down, 
have been the wonder of all visitors. 

The special train will leave the 
Grand Canyon Saturday evening, 
arriving in Los Angeles, California, 
on Sunday afternoon. 


Kindness First 


“What do you do when in doubt about 
kissing a girl?” 
“Give her the benefit of the doubt.” 


—Montreal Star. 
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Virginia Names 
Commission to Study 
Workmen’s Risks 


Gov. John Garland Pollard has 
completed the appointment of the 
commission created by the State leg- 
islature at its recent session to study 
the advisability of a State workmen’s 
compensation insurance fund. Dr. 
J. A. C. Chandler, president of Wil- 
liam and Mary College, and Dr. R. 
H. Tucker, professor of economics 
of Washington and Lee University, 
have been added to the commission. 

The other members previously ap- 
pointed are: Senators Waller Holla- 
day of Richmond, and John A. Les- 
ner of Norfolk, and three members 
of the house of delegates, Hugh Reid 
of Arlington, J. B. Allman of Rocky- 
mount, and Fred B. Greear of St. 
Paul. 


Radio Talks on Business 


By Dr. Julius Klein 


HE weekly talks by Dr. Julius 

Klein, Assistant Secretary of 
Commerce on “The World’s Busi- 
ness” will be heard Sunday evenings 
from 7:30 to 7:45 P. M. EST (8:30 
to 8:45 EDST). Heretofore the talks 
have been heard at 6:45 P. M. EST 
(7:45 P. M. EDST) each Sunday. 
The new schedule took effect on Sun- 
day evening, June 1. 

Fifty stations are now broadcast- 
ing the talks by Dr. Klein, who is 
recognized as one of the world’s 
leading authorities on business and 
economic problems, and who happily 
combines with his knowledge the abil- 
ity to present facts in an interesting 
fashion. The facilities afforded by 
Columbia give Dr. Klein the largest 
network audience of any regular ra- 
dio speaker. 

Dr. Klein recently was offered a 
salary of $150,000 a year to leave the 
President’s “Little Cabinet” for an 
industrial position, but declined. He 
receives no pay for his radio ad- 
dresses, believing that broadcasting 
of authentic news of commerce and 
industry constitutes a part of his pub- 
lic service. 


Chicago Has New Mutual 


Insurance Club 


The Mutual Insurance Club of 
Chicago was organized Thursday, 
May 22, by representatives of mutual 
casualty and fire insurance companies 
doing business in Chicago. 

The following directors and offi- 
cers were elected: L. F. Tuells of the 
Liberty Mutual Insurance Company, 
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D. B. Ward of the American Mutual 
Liability Insurance Company, H. L. 
Kennicott of the Lumbermen’s Mu- 
tual Casualty Company, Mr. Charles 
Noble of the Illinois Manufacturers’ 
Mutual Casualty Association, and A. 
V. Gruhn of the American Mutual 
Alliance; president Stanley F. Blish 
of the Liberty Mutual Insurance 
Company, vice-president H. E. Chris- 
tianson of the Lumbermen’s Mutual 
Casualty Company, secretary Robert 
M. Allen of the American Mutual 
Liability Insurance Company, treas- 
urer E. P. Kelly of the Hardware 
Mutual Casualty Company. 

This club has been formed to de- 
velop the social and educational val- 
ues amongst the representatives of 
mutual fire and casualty insurance 
companies in Chicago, and to further 
the principles and permanence of mu- 
tual insurance. Its meetings are to 
be informal gatherings for luncheon 
or dinner once a month, at which 
prominent insurance officials are ex- 
pected to address the members. The 
first meeting was held on June 9th. 

After the opening remarks of the 
president, Stanley F. Blish, H. E. 
Christianson, vice-president, intro- 
duced the speaker of the evening, J. 
M. Eaton, assistant general manager 
of the American Mutual Alliance, 
who gave an interesting address on 
the origin and early history of mu- 
tual insurance in the United States. 

The next meeting of the club will 
be held on Monday, July 14, as a 
luncheon at 12:30. The place of 
meeting will be announced later. 


There was a high degree of en- 
thusiasm shown at the opening meet- 
ing of the new organization. 


Robert S. Hull Joins 


Actuarial Firm 


Robert S. Hull, Comptroller of the 
Standard Accident Insurance Com- 
pany, and formerly with the Connec- 
ticut Mutual Life Insurance Co., has 
recently become associated with 
Woodward, Fondiller and Ryan of 
New York. 


Mr. Hull, as Comptroller, has been 
in charge for the last three years of 
the accounting and reserve work of 
the Standard Accident. For the pre- 
vious nine years he was connected 
with the Travelers Insurance Com- 
pany at the home office. 

He is the author of “Casualty In- 
surance Accounting” which will 


shortly be published under the aus- 
pices of the Casualty Actuarial So- 
ciety. He is a fellow of that Society 
and an Associate of the American 
Institute of Accountants. 
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This River Ran In A New York Street. When A Broken Water 
Main (Left at Top) Flooded a Section of Fifth Ave., Causing Con- 

siderable Damage, and Not a Little Excitement for Autoists Old English Castle Conquered by Modern fi is Cra 
Traffic Result of An Open Switch—A New York-Cincinnati Pas- One of the Most Historic Buildings (Center at Top wh Tro 


senger Express Jumped the Track (Left at Bottom) Near Ivorydale, Dorest Was Burned to a Shell Because the Water Sup 
Ohio, Bringing Death to the Fireman. The Engineer Was Also Injured Proved Inadequate and Was Difficult to Reach 
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's Crash Was Heard for Blocks—When a New 

tk Trolley, and a Heavy Truck (Center at Bottom) 

rt Up at 110th St. and Amsterdam Ave., One Man 

% Injured and the Truck and Trolley All But 
Demolished 
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Commercial Dirigible Wrecked in Pittsburgh—A Large Blimp 
Used for Advertising Purposes; Came to Grief When a Heavy Gust of 
Wind Dashed It Against an Airport Building 
10,000 Spectators Saw This Fire—Which Reduced to Chartered 
Timbers a Millwork Plant (Right at Bottom) in Lynhurst, N. Jd. 
One Fireman Was Injured By Touching a Live Wire Left Unguarded 
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Ill-Considered Restrictions on 
Interstate Insurance Business 


VERY once in a while some instance comes to at- 

tention which emphasizes that a feeling of selfish 

localism is prevalent in this country. Recently a 
large United States city on the Canadian border sud- 
denly discharged all municipal employes who lived 
across the bridge which spans the river between two 
countries, regardless of the merit and efficiency of these 
workers, some of whom had spent years in the service 
from which they were summarily ousted. 

While there may be in the above case some color of 
national feeling, yet the circumstances could be paralleled 
in many incidents where antipathy between states is con- 
cerned. 

ITHIN recent history a certain legislature was 

asked to pass a bill with the following drastic lim- 
itations—that only insurance agents living within the 
state should be allowed to transact business in that state 
—that local business must be handled by agents in the 
locality in question or if no agents were in that particular 
section of the state, then the nearest agent must be 
tendered the business. Only with great difficulty was 
this measure defeated. 

Propaganda also has been appearing likening the mu- 
tuals to chain store enterprises, on the theory that the 
mutuals are managed from afar and thus take the prof- 
its from the community. The answer to this falsity is 
that the stock companies write practically all the chain 
store insurance in the country. They are, as a matter of 
fact, giving the chain store a much lower rate than is 
given to the local merchant, thus making it harder for 
the latter to cope with the larger corporation. It is in 
reality the mutuals who are giving the independent stores 
a chance to secure insurance at a cost which compares 
with the low premium set for chain stores by distant 
stock offices, many of which indeed represent alien com- 
panies domiciled in England. 

Moreover, these far away companies do not use local 
agents to secure this business, so the argument advanced 
by community stock representatives that their bread and 
butter is being taken away by mutuals has no weight. 
If it were not for the mutuals it would be easily possi- 
ble for stock companies to make the sky the limit for 
insurance rates on policies for local merchants, and 


even now, by various means, the neighborhood store- 
keepers are often intimidated into taking high cost pro- 
tection. The entire matter has nothing to do with the 
management of local affairs, which anyone may see 
must be much hampered if goods could not be bought 
advantageously from different states. No local mer- 
chant buys only from the farmers and manufacturing 
plants in his own district. The very prosperity of the 
nation depends on interchange of commodities between 
one section of the country and another. Everyone who 
has given the subject intensive thought has come to this 
inevitable conclusion. 
QOD 
O return to the original question, there is without 
doubt scarcely any more shopworn relic of ancient 

injustice than the idea prevalent in certain states that 
outside insurance companies should not be allowed to 
solicit business in those states without paying discrimi- 
natory license fees and taxes. Tariff walls between the 
various portions of the Union are, of course, barred by 
the Federal constitution, but taking advantage of the de- 
cision that insurance is an intangible and not a com- 
modity, some legislative bodies have placed on their 
statute books laws mistakenly supposed to protect their 
home insurance industry and to swell the state treasury. 

Whatever may be the arguments which establish in- 
surance as not a commodity, there are strong reasons 
why it should be so considered in dealings between 
states. Insurance being one of the recognized necessi- 
ties of commerce, it should be given the freest possible 
privileges, that its usefulness in supporting the business 
structure may be unimpaired by ill-considered restric- 
tions. 

QOD 

T was a wise idea of the fathers of our government 

to curb the tendency of one state to raise tariff walls 
against the other. They saw, as we see today, the con- 
stant turmoil and injustice brought about by the multi- 
plicity of import and export duties between European 
states. Not a few of the most devastating wars of his- 
tory were brought about through the medium of trade 
disputes. Diplomats and armamants are in large part 
made necessary in those older countries by the commer- 
cial chaos induced by customs laws at frequent interna- 
tional borders. In the frantic desire to establish a per- 
fect system of checks and balances, nations are likely 
to strangle their own commerce. There is sense if not 
immediate practicality in the French statesman’s recent 
suggestion of an United States of Europe. 


Our country has rid itself of these unnatural tariff 
barriers, but where unreasonable interstate insurance 
restrictions are extant, the situation in the underwriting 
field is open to much criticism. Any kind of a commer- 
cial barrier between states is an unnatural thing. It may 
produce apparent revenue but at the same time it induces 
resentments, misunderstandings and reprisals. Saying 
to a neighbor, “thou shalt not do any business in my ter- 
ritory without paying high for the privilege,” inevitably 
leads to a like retort from the neighbor. Where pro- 
hibitive fees are levied on a foreign company, there can- 
not be much total gain since the offending state loses in 
the volume of business which might have been done by 
its own companies on outside transactions. 


Og 
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HE best evidence of this is the number of states 

which now have retaliatory provisions in their stat- 

which, in plain words, mean “You bar us, we 

Insurance is as necessary to the commercial 
(Continued on Next Page) 
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bar you.” 
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Life-Lights Against A Business Background 
From A. B. C. to X. Y. Z. 


FAMOUS English physician, 
A Sir William Gull, consulted by 

a tired business man, who 
came to him complaining that his 
digestion was out of whack, that he 
could not sleep at night, and that the 
routine of the day’s tasks had be- 
come an almost intolerable burden, 
remarked: “When you have been 
doing A. B. C. for a long time you 
ought to change to X. Y. Z.” 

That was both advice and prescrip- 
tion. The great doctor, who had, 
among other responsibilities, the duty 
of keeping Edward VII in health, 
collected a guinea from the business 
man—the usual fee—and bowed him 
out. 


Common sense could have saved 
the patient not only the twenty-one 
shillings, but—what was worth much 
more to him—the vigor and fitness 
which he had dissipated by a too con- 
tinuous devotion to the doing of A. 
B. C. 

I use the word “dissipated” delib- 
erately. We are accustomed to 
thinking of dissipation as an indul- 
gence in unwise pleasures carried to 
the point where precious time and 
energy are wasted. But it is possible 
to dissipate by an over-indulgence in 
business. Etymologically the word 
means to squander. When a man gets 
to the point where mind and nerves 
are no longer functioning efficiently ; 
where he finds himself making mis- 
takes, or taking twice as long to do a 
job than the time he would normally 
spend upon it, sticking to the job is 
not an economy, it is a dissipation. 
He has gone beyond the limits of his 
physical and mental reserves. He is 
using not the income of his vital re- 
sources, but the capital. The hour 
has come—indeed has been passed— 
when he should drop A. B. C. and 
take up X. Y. Z. 

DWOa> 


Y X. Y. Z. I mean some recre- 

ational interest which will give 
new direction to thought, which will 
bring other muscles into play, which 
will make contact with the sources 
of energy-supply. 

When I meet a man who says 
boastfully, “I haven’t taken a vaca- 
tion in five years,” I say to myself, 
“Poor fool, you are in for a day of 
reckoning.” At least I make that 
statement unless I happen to know 
that he has been interspersing his 
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work routine with brief but frequent 
recesses — not long enough to be 
called vacations when taken singly, 
but frequent enough to afford him 
that relief from tension and that 
chance to revitalize his brain and 
nerve cells which are essential to 
maintaining fitness. 

I met a man at the club the other 
day who was in one of those moods 
which are clear symptoms of too 
much A. B. C. 


“Why don’t you take a couple of 
weeks off and get back to nature?” 
I said to him, after listening to a 
few paragraphs of grumbling and 
grouchy conversation. “What you 
need is change, relaxation, play.” 

“Damn nature,” he answered. “I 
never took any stock in that great 
out-doors stuff. I think I'll go up 
on the sixth floor and get a violet ray 
treatment.” 

“Well, while you’re taking it you 
might reflect on the fact that the sun 
is the original violet ray machine, 
and that the fellows who believe in 
the great out-doors stuff, as you call 
it, don’t need to get their nature 
medicine second hand,” I said. 


He glared at me as he stepped on 
the elevator, but I saw the shot had 
gone home. It had given him some- 
thing to think about. 

A day later I met him in the lobby 
of the club. He caught me by the 
coat and pulled me aside. 

“Say,” he said, “you remember 
your remark yesterday about the sun 
being the original violet ray ma- 
chine.” 

I nodded affirmatively. 

“Well,” he continued, “I asked the 
fellow who operates the machine up- 
stairs, and he said you are right, and 
that I would get a lot more good out 
of two weeks loafing in the sunshine 
than he could give me in a whole 
course of treatments. So I guess 
l'll try it.” 

Oe 
ND, of course, he will—pro- 
vided he forgets business for 
those two weeks, and lets his mind 
run along other lines. It is not the 
sunshine alone that does the job, but 
the release frum the mental and emo- 
tional inhibitions, the escape from 
conventional restraints, the develop- 


ment of the latent play spirit and the 
change from A. B. C. to X. Y. Z. 


Few American business men are 
inclined to speak as disrespectfully 
of nature as my acquaintance of the 
club. But I have noticed that with 
many there comes a period when they 
get the impression that they cannot 
afford to take a vacation. It is usual- 
ly somewhere between the thirties 
and sixties. They feel that they must 
put every minute into business; that 
no valuable opportunities must be 
lost. They run along for five years 
or more, burning up the energies of 
youth in unbroken concentration on 
the job. Then comes a break-down ; 
a vacation is forced upon them ; they 
spend more on doctor’s bills in try- 
ing to regain lost ground than regu- 
lar vacations would have cost them, 
and to this must be added a pro- 
longed interruption of earning activi- 
ties, and a probable injury to busi- 
ness and business prospects which 
may be repaired only at much cost 
of time, labor and money if they live 
to get well. 

oGOsf 
HE cost of a vacation as a mat- 
ter of fact should be considered 
as an expense essential to the fitness 
of the human machinery with which 
business is operated—an expense no 
less essential, indeed more essential, 
than the cost of maintaining the non- 
human mechanism of shop or office. 

So,if you are turning deaf ear to 
an urge within that says, “Lay off; 
play awhile ;” if you are resisting the 
temptation of woods and lakes and 
dunes, think this over. A few weeks 
given to X. Y. Z. and your business 
will have a one hundred per cent man 
on the job of A. B.C. Now you are 
giving it, perhaps, only 80 per cent 
and the depreciation will continue at 
increasing ratio if you don’t take 
time to replenish. 


Editorial 


(Continued from Page 18) 


life of the nation as credit or money 
itself. It will prosper most for all en- 
gaged in its development if released 
from the suspicions, the unjust com- 
petitions, the political machinations 
which follow in the wake of discrimi- 
natory license restrictions. And it be- 
hooves the entire insurance world to 
work together for a free field in every 
state in this nation of freedom. 





Valuation 


(Continued from Page 12) 


eral damages” is limited to “the value” 
of the property, while liability for 
“special damages” applies to those 
cases where a plaintiff is allowed also 
to recover for additional loss. But 
the insistence of the courts that there 
is a distinction between what property 
is worth and what harm is done to the 
owner who is deprived of it, raises a 
nice problem in the theory of valua- 
tion. The problem is whether any 
such distinction does not involve a 
self-contradiction in terms. Is not the 
value of any form of wealth simply a 
monetary expression of the signifi- 
cance of that wealth to its owner? And 
is not this significance necessarily to 
be measured by the injury that would 
be suffered by the owner as a result of 
its loss or destruction? One possible 
reply to these questions suggests it- 
self. The term ‘value’? may con- 
ceivably be taken to mean, not the 
value of the property to its particular 
owner but rather its market value, 
that is, what it would sell for. In 
that case, the statement that the loss 
of property may Cause its owner a far 
greater injury than is represented by 
its “value” would not be a self-con- 
tradictory statement. Unfortunately, 
however, this possible escape from the 
verbal difficulty is cut off by the 
courts themselves, which reject mar- 
ket value (in the sense of price for 
which the property could be sold) as 
the proper criterion in the valuation 
of many types of property. Asa rule 
courts are far more generally dis- 
posed to accept replacement cost even 
when it departs from probable selling 
price. 

The correct answer to this theoreti- 
cal question seems to be that the dis- 
tinction drawn by the courts between 
“value” on the one hand and “com- 
plete indemnity” on the other hand is 
largely arbitrary. Instead of being in 
reality a distinction between “value” 
and full loss, it is typically a distinc- 
tion between full loss on the one hand, 
and such part of that full loss as is 
represented by replacement cost (mi- 
nus certain deductions for deprecia- 
tion) on the other hand. No doubt 
there are excellent practical reasons 
for drawing a line of this nature be- 
tween losses that are covered by 
standard fire insurance and other 
losses that may be covered only by 
special forms of insurance. What 
seems unfortunate to a student of val- 
uation, however, is that the fictitious 
nature of the distinction between 


“cash value” and incidental loss has 
seldom if ever been recognized by the 
‘courts. 


From a practical viewpoint 
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it is even more unfortunate that courts 
have not been in agreement as to 
where to draw the line, and that some 
of them have included while others 
have excluded certain losses of profits 
in computing the cash value. 


(To be continued ) 








* To protect himself fully from losses 
of different varieties that might result from 
the destruction of his physical property the 
insured must avail himself of diverse types 
of insurance. For example, a merchant in 
addition to taking out a policy on the 
“value” of his stock must insure against 
loss of the profits that he would make in 
due course of business but for the fire. 
Page v. Northern Ins. Co., 141 App. Div. 
239, 125 N. Y. Supp. 1066 (1st Dept. 1910). 
The owner of a building must get coverage 
for loss of rents for the period of rebuild- 
ing or repairing his building. Syndicate 
Co. v. Ins. Co. 85 Kan. 367, 116 Pac. 620 
(1911); O’Brien v. North River Ins. Co., 
212 Fed. 102 (C. C. A. 4th, 1914). A 
manufacturer who desires complete protec- 
tion must provide against: (1) loss of 
building and machinery ; (2) loss of profits 
that would be derived by continued use of 
building; (3) loss of fixed charges during 
disuse of building; (4) loss of the product 
on hand at time of fire; (5) loss of profit 
that would have been earned by sale of 
said product. 

The situation here is similar to that in 
the field of marine insurance, where it is 
customary to insure separately (1) the 
ship; (2) the freight to be earned on the 
voyage ; (3) the value of the cargo at point 
of departure; (4) the profit to be made on 
cargo in the distant market, etc. 


Nebraska Auto Policies 
Must Have Large Type 


A recent order sent out by Hon. 
Lloyd Dort, Commissioner of Insur- 
ance of Nebraska, reads: 


“No policy form of automobile in- 
surance will hereafter be approved 
in this State unless the body of the 
policy and all exceptions be printed 
in type not smaller than ten point. 
Schedules and questions and answers 
in application may be printed in type 
not smaller than eight point.” 


Michigan Millers in 
Arizona 


The Michigan Millers Mutual of 
Lansing, Michigan, has announced 
that it is now licensed to transact 
business in the State of Arizona. 


— 
« ye — 


Appeal for Justice 


Mother—“Come, Freddie, and kiss your 
Aunt Martha.” 


Freddie—“Why, Ma, I 
nuthin !’—Stray Stories. 


ain't done 





Wisconsin Mutual 
Liability Co. Re-insures 
in Liberty 


N May Ist the Liberty Mutual 

Insurance Company reinsured 
the policies in force of the Wiscon- 
sin Mutual Liability Company of 
Milwaukee, Wisconsin, assuming re- 
sponsibility for losses incurred after 
May 1, until expiration of policies. 
At the same time the directors of the 
Wisconsin Mutual Liability Company 
voted to issue no more policies and 
to liquidate. The Liberty Mutual 
has not taken over the assets nor as- 
sumed outstanding liabilities and the 
liquidation will be carried out by the 
Wisconsin Mutual itself. 


The Wisconsin Mutual began busi- 
ness in 1913; has written workmen’s 
compensation coverage only ; and has 
limited its operations to the State of 
Wisconsin. It has for a number of 
years been the second largest writer 
of workmen’s compensation in Wis- 
consin and includes in its directorate 
leading business men of that state. 


A recently completed examination 
by the Wisconsin Insurance Depart- 
ment shows the company to have a 
reasonable surplus over all liabilities. 


The extensive organization of the 
Liberty Mutual and its ability to give 
coverage in many states and on mis- 
cellaneous lines of insurance were felt 
to be of great advantage by the pol- 
icyholders of the Wisconsin Mutual. 


Government Farm Relief 
Division in Charge of 


Mutual Man 


Geo. S. Milnor, Alton, Illinois, 
First Vice-President of the Millers’ 
Mutual Fire Insurance Association 
of Illinois, has been appointed First 
Vice-President and General Manager 
of the Grain Stabilization Corpora- 
tion, with headquarters in Chicago. 
He will have direct charge of the sell- 
ing of the surplus stocks of grains 
for the Government in the Farm Re- 
lief Program. This is an extremely 
important and difficult position to fill, 
and calls for talent of a marked de- 
gree. Mr. Milnor was picked because 
of his knowledge and ability, and it 
is a great honor for him and his 
former connections, that he was 
chosen for this very responsible po- 
sition. 


Mr. Milnor still retains his posi- 
tions as Vice-President and Director 
of the Millers’. 
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Where Did Our Laws Come Frompr 


An Entertaining and Informative Inquiry Into the Sources of Legal Codes, 
and a Common Sense Discussion of Court Procedure 


horse races and with equal truth 

it may be said, they cause law 
suits. If there were no controversies 
over what the law is, as applied to 
admitted facts, there would be much 
less need for court houses and judges. 
An army of lawyers would embark 
in other enterprises. The farm and 
factory would be substituted for the 
forum. No longer would our teeth 
be put upon edge at the rasping sound 
of the filing of a motion, nor would 
we hear the sickening quash of the 
indictment. The law, as that term is 
used, in most of the United States is 
composed of two main _ branches. 
First, the written law, consisting of 
the constitution of the United States 
and of the several states, and the legis- 
lative, including congressional, enact- 
ments thereunder. Second, the un- 
written, or common law. By the un- 
written law is not meant that upon this 
subject there has not been put in writ- 
ing or in print a mass of literature 
telling or attempting to tell what the 
common law is, or rather what are its 
rules but those writings are merely the 
“opinions” of the writer. They may 
be correct; they may be wrong. In 
no sense do they make the law. They 


J) ovse races and of opinion make 
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General Counsel of The Grain Dealers Na- 
tional Mutual Fire Insurance Co. 
of Indianapolis. 


are only interpreters of it. The writ- 
ten law, on the contrary, is evidenced 
by something written by authority, 
such as a constitution or an act of the 
legislature. The document itself 
shows or should show upon its face 
the law as embodied therein, and 
which it purports to declare. 


Indiana 
OST of the states, if not all, 
with the exception of Louisi- 
ana, have adopted the common law of 
England as it existed upon a certain 
date. In Indiana, which may be taken 
as an example, the law is declared to 
be: 
First, the Constitution of the United 
States and of this state. 
Second, all statutes of the General As- 


sembly of the state in force and not in- 
consistent with such constitution. 

Third, all statutes of the United States 
in force and relating to subjects over 
which Congress has power to legislate for 
the state, and not inconsistent with the 
Constitution of the United States. 

Fourth, the common law of England 
and statutes of the British Parliament 


made in aid thereof prior to the fourth 
year of the reign of James the First (ex- 
cept the second section of the sixth chap- 
ter of forty-third Elizabeth, the eighth 
chapter of thirteenth Elizabeth, and the 
ninth chapter of thirty-seventh Henry the 
Eighth) which are of a general nature not 
local to that kingdom, and not inconsistent 
with the first, second, and third specifica- 
tions*of this section. 

The act, of which the above is the 
first section, was passed in the year 
1852 at the time of the adoption of 
the present Constitution of the State 
of Indiana, but*a similar statute had 
existed in Indiana under the former 
Constitution, and the adoption of the 
common law had dated back in this 
state and territory to the year 1807. 

The second section of the statute 
declaring the laws of Indiana, and 
the same rule applies in most of the 
states, declares: Crimes and misde- 
meanors shall be defined, and punish- 
ment therefor fixed by statutes of this 
state, and not otherwise. Therefore, 
we have the common law applying 
only to matters of a civil nature as 
distinguished from criminal, and, in 
Indiana at least, we must look to the 
written or statutory law exclusively 
for the definition and degree of pun- 
ishment of any crime or misde- 
meanor, for the reason that in this 
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state there are no common law 


crimes. 
Louisiana 


T was stated above that Louisiana 

was an exception to the usual rule 
as to the adoption of the common law. 
As is well known, Louisiana was a 
French settlement and when it became 
a part of this country, it chose to 
adopt, instead of the common law of 
England, what is known as the civil 
law of France, or what is known as 
the “Code Napolea” modified by a 
code of local origin known as the 
Livingston code. The adoption of the 
common law in those states in which 
it was adopted is due to the fact that 
they were settled largely by immi- 
grants and pioneers of English birth 
or ancestry, who naturally favored 
those laws with which they were most 
familiar, and which, through racial 
pride, they most admired. 


Congress 

HILE the controversy with the 

Mother country, England, did 
not assume a critical aspect until the 
latter part of the 18th century, cul- 
minating in the Revolutionary War 
and the Declaration of Independence, 
the common law which was adopted 
in Indiana is the common law of Eng- 
land as it existed prior to the fourth 
year of the reign of James the First, 
which coincided with the year of the 
founding of the first English settle- 
ment in Virginia, Jamestown, in 1607. 

It will be noticed in reading the 
Indiana statute declaring the law, 
that there is placed first as supreme 
the Constitution of the United States 
and of the State, and second all stat- 
utes of the General Assembly of the 
State in force, and not inconsistent 
with such constitutions. There is 
next in order placed the statutes of 
the United States in force relating to 
subjects over which Congress has 
nower to legislate for the states and 
not inconsistent with the Constitution 
of the United States. 

To the writer it occurs that if the 
order given was intended to reflect 
the relative weight or priority of the 
different sources of the law, the third 
should have preceded the second. An 
Act of Congress passed in conformity 
with the Constitution of the United 
States, and upon a subject over which 
Congress has the power to legislate 
for the state, would be superior to a 
state enactment even though the state 
enactment was not in conflict with the 
state constitution. 


United States 
T © appreciate our judicial 
scheme, it is necessary that one 
have at least an elementary under- 
standing of our form of government. 
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One should know, and be able to an- 
swer, the question What is the United 
States, or What are the United 
States, depending upon the point of 
view; What are the states, and 
What are the relations not only 
between the states, but to the United 
States? Prior to the Civil War 
opinions differed much more than at 
present as to the nature and 
character of the United States. Ac- 
cording to some the states were banded 
or confederated together for their 
mutual protection, and for protection 
from each other, in a bond loose in 
its character, and from which any 
state at any time, and for any reason, 
could withdraw. In the opinion of 
others, the states were banded to- 
gether into a unit, one and indivisible, 
a union, a nation. According to one 
theory, each state was sovereign, in- 
dependent and free, only bound to the 
others for so long as that state should 
desire to be bound. On the other 
hand, while the sovereignty of the 
states was recognized, it was a 
weakened, quasi sovereignty, with 
each state subservient to some extent, 
at least, to the union as a whole, its 
sovereignty consisting of the right to 
local self-government, subject always 
to the limitations of the federal pact. 
The Civil War determined the ques- 
tion in favor of the supreme sov- 
ereignty of the United States as a 
Union, in which the several states 
were indissolubly linked in a pact 
from which there was no release. 
Since that time we have become 
“The” United States, and _ not 
“These” United States. The govern- 
ment is an “is” and not an “are.” It 
is singular, not plural, and the Con- 
gress has legislated upon questions, 
and enacted laws affecting the states, 
and even their local powers, to an 
extent that would not have been en- 
tertained at the inception of the Gov- 
ernment. Theoretically, the United 
States as a unit has under its consti- 
tution such powers only as were 
granted to it by the states and such 
powers as are necessarily implied 
from the express grant. The Con- 
gress can only legislate upon those 
subjects upon which the right to leg- 
islate is expressly given or necessar- 
ily implied. On the other hand, in 
theory, the states possess all of the 
powers of a sovereign which were not 
expressly or by necessary implica- 
tion ceded to the United States, and 
the Legislatures of the several states 
can enact laws upon all subjects ex- 
cept those which were granted to the 
United States and upon which Con- 
gress has the power to legislate. 

A section of the Constitution of the 
United States declares that Congress 





shall have the power to do certain 
things, and winds up, upon that sub- 
ject, as follows: 


To make all laws which shall be 
necessary and proper for carrying 
into execution the foregoing powers, 
and all other powers vested by this 
constitution in the Government of the 
United States, or in any department 
or officer thereof. 


This power is expressed and is ex- 
clusive. There is no common law of 
the United States as distinguished 
from the common law of the state. 
All law of the United States, as an 
entity, is the written law. It is true 
that the courts of the United States 
will enforce the common law of a 
state, but only because in certain cases 
Congress has given the Federal 
Courts the right to try, under certain 
conditions, controversies which arise 
between citizens of different states to 
enforce, not the laws of the United 
States, but obligations which are to 
be determined by the laws of the 
state. 


The Common Law 


HERE has been used in this 

article many times the expres- 
sion or term—the common law. Let 
us see, if possible, what the common 
law is. By that is not meant the rules 
of the common law, but the common 
law as an entity. It is somewhat 
hard to define. One writer has said: 


The common law in its truest and 
most comprehensive sense is a heri- 
tage of the race, not limited either in 
its sources or benefits to any age or 
country. It is the embodiment of 
usage—the customs common to all 
mankind, and the principles of action 
which are evolved therefrom by rea- 
son and experience. In this general 
sense, this, in common with all law 
is contemporaneous with history it- 
self—in fact it is history; and the 
sources of both are lost in the same 
mystery that characterizes all origins. 
In various ages the laws were given 
concrete form, and that system which 
was developed in England, and which 
represents one phase of the genius of 
the Anglo Saxon race is now, in its 
specific sense, generally regarded as 
the common law. While some of the 
courts still cling to the fiction that the 
common law has always existed, and 
that it is merely declared by the courts 
as the occasion for its exposition 
arises—a saying which probably arose 
out of another fiction hardly less ven- 
erable, that the law is the perfection 
of reason—it is now generally under- 
stood that the law grows with society, 
a principle to which the common law 
is no exception; that those principles 

















which are in it, and inherent in all 
‘ systems, either actually or potentially 
are preserved, while those which 
grow out of provincial or exceptional 
practices are, in the course of time, 
discarded or abolished. 


It is further said the common law 
is a system of elementary rule and 
of general judicial declarations of 
principles which are continually ex- 
panding with the progress of science, 
adapting themselves to the gradual 
changes of trade, commerce, arts, in- 
ventions, and the exigencies and us- 
ages of the country. In its broad 
sense, it is that great body of unwrit- 
ten law founded upon general custom, 
usage, Or common consent and in na- 
tural justice or reason. The common 
law is custom long acquiesced in or 
sanctioned by immemorial usages, 
and by judicial decision. It is not 
codification of exact and inflexible 
rules, but the result of growth to meet 
the social needs of the community 
which it serves. By a sort of legal 
fiction the common law is said to have 
always existed, and to have been only 
declared by the courts from time to 
time, but resting only on tradition or 
as a court has expressed it, the prin- 
ciples of the common law slumber in 
their repository until the occasion 
which calls for their exposition arises. 
There are two theories with respect 
to the common law. One, ‘that it is a 
science more or less exact, fixed, and 
now and for a time immemorial in 
the past, unchanged and immutable: 
that any doubt about what it is and 
conflicting decisions of its purport 
arise not from any uncertainty as to 
the law itself, but from the ignorance 
in applying it to given facts ; that con- 
flict of decisions arises for the reason 
that the courts embrace too many, or 
too few, factors in arriving at the con- 
clusion. The other theory is that the 
common law changes with times and 
conditions; that it is a growth, an 
evolution, and is in a state of flux. 
The correctness of either one of these 
two theories is to be determined from 
the point of view of each individual 
investigator. The conflict between 
the two theories arises largely from 
an indefinite use of language. The 
theories are similar to two philoso- 
phies, whose apparent differences can 
be harmonized by proper definitions. 
It is like the conflict which perpetu- 
ally rages between religion and 
science. There would be no conflict 
were we able to agree upon what is 
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religion, and what is science, and 
what each of them embraces. 


The Einstein Theory 


N science as it relates to the physi- 

cal world, the Einstein theory has 
solved the problem by its pronounce- 
ment, which seems to be verified by 
observation, that apparent differ- 
ences in the actions, motion, and po- 
sition of physical objects are relative, 
depend upon the point of view of the 
observer, and that, though different ob- 
servers may draw different conclusions, 
from what they see—they are both right. 
If I am on a railway train which is travel- 
ing at the rate of a mile a minute and walk 
from one end of the car to the other—say 
75 feet— in a minute, how far and how fast 
have I traveled? To any passenger upon 
the car, judging my speed with reference 
to the car itself as a framework of obser- 
vation, I have traveled 75 feet in one min- 
ute. To a person upon the ground who 
sees the train go by and sees me walking 
in the car, I will in that same minute have 
traveled a mile plus approximately the 75 
feet additional which I have walked in the 
car. To an observer on a distant star or 
planet, I may have traveled in that same 
minute many thousands of miles carried by 
the earth in its motion through space. Each 
one of these observers is correct from his 
own point of view. The solution of the 
Einstein theory was made possible by in- 
jecting into the mathematical formula ex- 
emplifying it an imaginary number, a fig- 
ure that cannot and does not exist, but 
chances to be the key which has opened 
the door to many natural phenomena which 
before had been mysteries. In law, how- 
ever, we have not yet discovered the square 
root of minus one with which to solve our 
problems, to find the absolute and to har- 
monize conflict. So far, in the realm of 
law, there has arisen no Minkowski. 


Changes in the Common Law 

BB cane who say that the common law 
changes are absolutely correct from 
their own point of view. Those who say 
that it never changes are also right. It 
depends upon what you mean by change, 
and of what the change consists. From 
the point of view of the writer, the com- 
mon law, and by that is meant the princi- 
ples of the common law, does not change; 
that the law has existed as it is for time 
out of mind is not a fiction. Many years 
ago, in some communities at least, it would 
have been unlawful to carry insurance 
against loss by fire or windstorm. To do 
so would have been to thwart the laws of 
God, and to avoid the penalties which God 
had prescribed for some act of commis- 
sion or omission. Still later, even after 
insurance had become more common, and 
was generally recognized by individuals, 
probably it would not have been within the 
power of a public official or body to insure 
public property without express legislative 
authority. Now it is the duty of a public 
official to insure such property, and this is 
so not because legislature has so declared 
—but because the sentiment of the people 
has changed in their measurements of the 
standards of ordinary prudence. It has 
always been the law that a custodian of 
property, public or private, should protect 
such property as an ordinarily prudent 
man, judged by the standards of his com- 
munity, would protect his own. In the dim 


past. men of ordinary prudence, measured 
by the standard of those times, did not in- 





23 


sure, and especially did they not insure 
against destruction by the elements which 
were not so much the forces of nature as 
the act of a Supreme Being. As the ideas 
of prudence became modified, and it be- 
came customary for people to insure, when 
it was realized that a wrathful Jehovah 
was not sending fire and tornado as a pun- 
ishment, then under the law as it existed 
and had existed requiring or permitting a 
custodian of property to act as an ordi- 
narily prudent man would act about his 
own property, it became the duty and the 
obligation of such custodians to protect the 
trust imposed upon them, and the benefici- 
aries of that trust, be an individual, a 
community, or a municipality, against these 
hazards against which the ordinary man 
would seek protection. 
The Law of Negligence 

IFTY years ago the law of negligence 

existed as it does today, in the sense 
that one who injured another in his per- 
son or property through a negligent act 
should respond in damages to the person 
injured. The law has not changed; it is 
merely the opinion of the people as to what 
act in our modern life is negligent. Fifty 
years ago if a man had appeared upon a 
public highway with a conveyance weigh- 
ing several tons, apparently self- propelled, 
and had driven that mechanism along the 
highway at the rate of 40 miles an hour, 
and frightened a horse or injured some 
other user of the highway in his person or 
his property, there would have been little 
if any question that the verdict of a jury 
of twelve good men and true would have 
been that the driver of such a machine did 
not act as an ordinarily prudent man would 
act; that propelling the machine at the rate 
of 40 miles an hour was ipso facto, an act 
of negligence; that the doctrine of res ipsa 
loquitur applied, and there would have 
been a verdict for the plaintiff on the first 
ballot. In the present day, however, auto- 
mobiles traveling at the rate of forty miles 
an hour are of such common occurrence 
that the driving at such speed is not per 
se—that is, in itself—negligence, and the 
question of negligence must be determined 
by other conditions than the mere speed 
itself. In such case, the law has not 
changed one particle, it is only the sense 
of the people as to the propriety or impro- 
priety of certain acts. 

The common law as it exists at any time 
may be set aside by an act of the Legisla- 
ture declaring the will of the people as to 
what the law shall be. At common law, 
if A by an act of negligence killed B, there 
was no action against A; but the legisla- 
ture of Indiana, ‘and in most of the states, 
by legislation has declared that if A kills 
B, B’s administrator, for the benefit of B’s 
dependents, can sue A. At common law, if 
A through an act of negligence injured the 
property of B, the cause of action in favor 
of B died with the death of either A or B. 
By statute such a cause of action survives, 
and if A dies the claim can be prosecuted 
against his estate, or if B dies an action 
may be maintained by the administrator of 
his estate against A. 

Equity 
N addition to the common law there has 
been carried over to us from England 
what is called equity. The rules and forms 
of the common law were rigorous and in- 
flexible. The remedies were inadequate. 
In most cases the only relief an injured 
person could obtain was monetary dam- 
ages. If you owned a dwelling and I, upon 
an adjoining lot maintained a nuisance 
(Continued on Page 30) 
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stallations, he reported that of forty- 
nine which were investigated to dis- 
cover just where the leak had oc- 
curred, thirteen were in the evapo- 
rators, ten in compressors, seventeen 
in couplings, two in cylinders, two in 
coils, and two in gaskets. Although 
this investigation was chiefly of mul- 
tiple units and not of industrial 
plants, it does give a good picture of 
the present situation. 


This investigation, and _ several 
others which have thus far been at- 
tempted, have been hampered be- 
cause repairmen frequently beat the 
investigators to the scene. After re- 
pairs have been started, it is usually 
impossible to make a satisfactory 
study of causes, and many times, it 
was a race between repairmen and in- 
vestigators to see who could make 
the better speed. 


An explosion in a refrigeration 
plant is frequently followed by a fire, 
and when a blaze is punctuated by ex- 
plosions, fire fighting is handicapped, 
and fighters, and persons in adjoining 
buildings are subjected to additional 
hazards. Fires in ammonia plants 
are particularly dreaded by firemen, 
because ammonia is very soluble, and 
when brought into contact with wat- 
er, produces considerable heat, 
which can produce painful burns. 


< 


S' JME time ago, firemen were 
called out to fight a blaze in a 
cold storage warehouse. They were 
informed that all ammonia fumes 
had been released, but unfortunately, 
someone had only thought they were 
released, and forty of the fire fighters 
had to be taken to the hospital. 


Ammonia is only infrequently used 
as a refrigerant in the household 
sized refrigerators, but it is very 
commonly used for commercial in- 
stallations. Pure ammonia is not 
highly flammable. In a study of six 
of the most commonly used refriger- 
ants, ammonia, butane, carbon diox- 
ide, ethyl chloride, methyl chloride, 
and sulphur dioxide, ammonia was 
rated above butane, ethyl, or methyl 
chloride. But ammonia, liberated 
under pressure, frequently contains 
oil vapors from the compressor lubri- 
cation, and when such vapors come 
into contact with air, explosions may 
occur. Explosions may also result 
because ammonia contains some free 
hydrogen caused by decomposition 
of the refrigerant. 

Our American cities are still so 
poorly zoned that a cold storage 
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warehouse, or other structures hous- 
ing a large refrigeration installation 
may be located in a congested district, 
where a fire or explosion in one 
building threatens a dozen others. 
Therefore, for the protection of the 
men and women who work in the 
building in which the refrigeration 
unit is installed, as well as for the 
protection of all neighboring build- 
ings, it is imperative that ample pre- 
cautions be taken. The American 
Society of Refrigeration Engineers 
has drawn up a code which, if fol- 
lowed, would do much to relieve the 
present hazardous conditions. The 
code provides not only for careful in- 
spection of all units, but also for sev- 
eral safety devices, the locations of 
switches to shut off the plant in a 
room remote from that in which the 
machinery is located, pressure relief 
devices, systems for the rapid dis- 
charge of refrigerants. In New 
York City, the fire department is able 
to absorb or syphon out the entire 
ammonia charge into the sewer from 
valves and stand pipes at its exclu- 
sive control from outside the build- 
ing. All of these devices appear ob- 
vious enough, but there are still 
many refrigeration plants which are 
not so equipped. 

While the larger cities have or are 
about to adopt a definite safety code, 
it is vital that the smaller communi- 
ties adopt either similar ones or those 
of the recognized engineering socie- 
ties. 

Mechanical refrigeration in homes, 
and industrial plants need not be haz- 
ardous. But unless definite steps are 
taken (as it appears they will be) to 
protect life and property and com- 
fort,. refrigeration may do more 
harm than good. 


Washington D. C. Mutual 
Is Seventy-five Years Old 


S Bs the growing list of Mutuals 
which have passed the 75-year 
mark is now added the name of the 
Mutual Fire Insurance Company of 
the District of Columbia. The com- 
pany was organized in 1855, at the 
home of Ulysses Ward, on Missouri 
avenue, then a fashionable section oi 
Washington. Mr. Ward, the first 
president, and Charles Wilson, secre- 
tary, organized the company. 

The “old Mutual Fire,” as it is 
sometimes called, has numbered 
among its directors and _ officers 
many men who have been prominent 
in the civic and business life of this 
city. Included among these were 
former Mayor Emery, John C. Me- 
Kelden, Samuel Norment, Jesse B. 





Wilson, George T. Dearing, J. Wes- 
ley Boteler and others. 


The balloting for managers for the 
ensuing year resulted in unanimous 
reelection of W. A. H. Church, B. F. 
Saul, C. Kettelmann, L. Pierce Bote- 
ler, E. C. Brandenburg, Frank A. 
Johnson and Arthur Carr. The man- 
agers were authorized by the policy- 
holders to apply to Congress for cer- 
tain amendments to the charter for 
the purpose of enlarging the objects 
and operations of the company. 
Flowers were presented to Mr. 
Church in honor of his completion 
of 35 years of service as a manager. 


Retail Merchants Mutual 
of Minneapolis Has 
30th Anniversary 


The Retail Merchants Mutual Fire 
Insurance Co. of Minneapolis, has 
just celebrated its thirtieth anniver- 
sary. A_ successful development 
from the time of organization was 
reported at the 1930 annual meeting 
at which the following were elected: 


Officers 
H. J. Dahn, President. 
Geo. H. Filbert, Vice-President. 
John W. Lux, Treasurer. 
A. J. Dahlstrom, Secretary. 
O. H. Lineburg, Asst. Secretary. 


Directors 
H. J. Dahn, Minneapolis. 
John W. Lux, St. Paul. 
Geo. H. Filbert, Minneapolis. 
H. W. Kingsbury, Winona. 
F. H. Behnke, New Ulm. 


Mr. Dahn and Mr. Behnke have 
been with the company since its in- 
ception. It is with great regret that 
we learn of the death of Mr. Lux, 
since his election. 


YO. 


Twin Mutual Notes 


The Twin Mutual Fire Insurance 
Company is now writing Aircraft 
Property Damage insurance in addi- 
tion to its other lines. 


Frank A. Noyes, a director of the 
Twin Mutual Fire Insurance Com- 
pany and the Twin Mutual Liability 
Insurance Company, member of the 
3oston grain firm of Noyes & Colby, 
celebrated his 80th birthday last 
month. 











JouRNAL OF AMERICAN INSURANCE 








Photo by P. & A. 
Such Boys as These at Henry Ford’s New Trade School at Sudbury, Mass., Should Make a Good Audience for a Speaker on the Subject 


of Insurance. 


These Youngsters Will Soon Grow Up and Be Carrying Walrus Gladstone Bags Instead of Cloth ‘‘Telescopes’’ 


If People Knew More About Insurance 


Continuing a Series of Articles on the Art of Speaking and Writing, with 
Special Reference to Promoting Good Public Relations 


OME friends of business make a 
. strong appeal to the public—for 
example, the automobile busi- 
ness with adults, and the flying or 
movie business with young people. 
Other lines have very little appeal 
—nobody gets very much excited over 
the romance of wholesale groceries, 
or the adventure in textile mills. 


This is not entirely due to a dif- 
ference of human interest in the dif- 
ferent fields of business. 


You will find that the “popular” 
lines of business have also had 
spokesmen, who talked about the 
motor car and the movie, while there 
has been nobody to tell the public 
about the joys or sorrows of the 
grocery jobber or cotton converter. 

Of course, there is a difference in 
the character of the business. Auto- 
mobiles in manufacture, and_ use, 
have more of the spectacular about 
them, with the famous “assembling 
line,” and their beauty and speed, 
than, say, the insurance business, 
which is popularly supposed to be 
only a matter of records, and con- 
tracts, and mathematics, when it 
comes to plant and product. 


Yet, why should not insurance 
have as strong an appeal to the pub- 
lic, and the ambitious young man and 


By JAMES H. COLLINS 


IV. Interesting the High School 
and Preparatory School Students 


woman, as the somewhat similar field 
of banking? 


Chiefly because insurance has fewer 
spokesmen than banking, in my opin- 
ion, and the difference in human 
contacts not only makes the public 
disinterested in insurance matters, but 
creates a “dug in” and self-centered 
condition among insurance men them- 
selves. 


Hence these articles, which are 
written to encourage more contacts, 
and one of the pleasantest and easiest 
ways for insurance to get acquainted 
with the public, is through the young 
people in high schools. 

> 2 2 


F YOU will take time to get in 

touch with the principal of your 
local high school, and ask him what 
his students have in the way of 
business subjects, you will pretty 
certainly find that they spend a good 
share of their high school years in- 
vestigating industry and trade. 

Commercial geography, and chem- 
istry, and physics, and so on, are 
taught with modern examples. The 
students read books, and _ write 


themes on the history of commerce, 
the theory of distribution and finance, 
the development of science and in- 
vention, and the romance of rubber, 
diamonds, bananas—all the historic 
and far-off things. 

But when it comes to local indus- 
tries, such as rubber tires, or brass 
wire, or the electroplating of silver 
spoons or chromium auto parts, there 
are*generally no contacts. 

No visits to local factories or of- 
fices, no friendly talks from en- 
gineers, production men, chemists or 
executives, no picture of what their 
own community lives by, or where to 
apply their efforts when they leave 
school. 

This is true of banking, mercantile 
trade, and also of insurance, whether 
the community has insurance com- 
panies, or only agencies. 

Later on, these young folks will 
go to work in the textile mill, or the 
insurance agency, or company. 

Their employers will probably com- 
plain that they have no general idea 
of what it is all about, and may blame 
the schools for imperfect education. 

The young people, girls as well as 
boys, will not progress as fast as they 
should, not find their work as inter- 
esting, because they do not know 
what it is all about. 
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HIS is too bad, in these days of 

rapid changes in business, and 
many a man who has had the situation 
called to his attention finds pleasure 
in doing what he can to help the 
young people to better information 
about his own line. 


The insurance business has several 
distinct kinds of interest for high 
school students. 

Compared with an automobile as- 
sembling line, or a huge power plant, 
it does not make much of a “show.” 
There is little to see in the way of 
apparatus. 

But three lines of interest seem to 
be fundamental, and when impressed 
upon young people—or older ones, 
for that matter—will make the work 
of an insurance office interesting: 


First—Insurance is for people, the 
whole people, and is therefore as 
much a mass production business, to 
be sold cheaply, as radio sets or motor 
cars, and its activities run into huge 
sums of money in property and lives 
protected, as well as premiums. 


Second—Such service would be im- 
possible if everything had to be done 
by hand, or even with the office equip- 
ment of a generation ago. So, an in- 
surance office is really full of ma- 
chinery and methods of real interest, 
and affords as much opportunity for 
inventive minds as many a mechanical 
business. 

Third—This service is constantly 
being extended to more and more peo- 
ple, and more and more hazards. In- 
surance seeks to reach more markets 
as eagerly as motor car manufacturers. 

Fourth—Insurance is now expand- 
ing by leaps and bounds. 


When high school students regard 
the business in this light, they find its 
methods and machines as interesting 
as any productive equipment. 


It is a sad commentary on our edu- 
cational equipment that boys and girls 
who train in business schools for 
work such as banking or insurance, 
have to learn methods that are a 
dozen years behind the actual practice. 
When they step into a modern office 
or bank, they find apparatus that 
they have never heard about, because 
some of it was probably installed 
only yesterday afternoon. 

Business schools cannot afford to 
install modern equipment for teach- 
ing. Therefore, the only way in 
which young people can be trained 
in the latest methods is to have them 
visit actual banks and offices. 


The insurance man who finds in- 
terest in helping young people to 
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closer contacts, will be performing 
something bordering on public serv- 
ice, besides benefitting himself by 
fine human contacts. 

With some surprises! 

For these boys and girls are living 
in one of four distinct mental periods 


through which we all pass on our way 
from the cradle to the ballot. 


From three to six, children play at 
being grown-ups, pretending that 
they are policemen, storekeepers, 
parents. From six to eleven they are 
Indian killers, full of energy and 
cruelty. From eleven to fifteen they 
have the gang spirit, and from then 
to eighteen, they are in the romantic 
age. 

This romantic age is the high school 
period, when sex begins to obtrude, 
and dreams of success in life take 
shape. These dreams are still “up 
in the air,” because while a boy may 
strongly determine to become a great 
business man, dnd make millions, he 
has little knowledge of the actual 
business world with which to “proc- 
ess” his dream, as the psychologists 
put it. 


Of course, when he goes to work, 
in the insurance business, or mer- 
chandizing or what not, the millions 
do not come easy. Obstacles and 
discouragements are found. 


Therefore, actual knowledge of the 
insurance business, and other lines of 
activity, will help his progress, save 
him many a bump, and make him 
more valuable to an insurance com- 
pany. 


— Se 


COQUAINTANCE can be begun 
A by calling on school principals, 
or inviting classes to the office, or by 
volunteering talks to classes on pres- 
ent-day insurance methods. 


It is sometimes disconcerting to 
business men to talk before a class 
of high school students. A crowd of 
business men will listen rather criti- 
cally, and ask questions, hold opposite 
views. A crowd of students, on the 
other hand, will accept everything 
said by an older person as gospel, and 
it will appear as though the speaker 
was not reaching them with his in- 
formation. 

That is easily understood when one 
remembers that young people have 
no experience of business or life 
against which to check information. 
Also, they are at an awkward time 
of life, when it is hard to express 
opinions that they generally do have. 

With further acquaintance, these 
young folks will talk privately, and 





shyly, of their aspirations, and it is 
the privilege of the business man to 
help make these ambitions practical, 
and realizable. 


Girls are as much interested as 
boys nowadays, because all of them 
intend to work before marriage, and 
do, the majority of them, and their 
business experience makes the 
modern woman. 


Here is a world in which insurance 
men may find pleasure, and be useful, 
and impart correct information about 
the business with which they are con- 
cerned, and be certain that in from 
two to five years, as the young people 
go out into the world, there will be 
people who really know something 
about insurance. 


James L. Madden Now 


Director of American 
Motorists Company 


AMES L. MADDEN, vice-presi- 

dent of the Metropolitan Life In- 
surance Company, has been elected a 
member of the Board of Directors of 
the American Motorists Insurance 
Company according to an announce- 
ment made by President James S. 
Kemper. 


Mr. Madden, one of the most wide- 
ly known insurance authorities in the 
country, was for six years manager 
of the Insurance Department of the 
Chamber of Commerce of the United 
States, returning to the service of the 
Metropolitan Life in 1927. He is a 
member of the Bar of the United 
States Supreme Court and the New 
York State Bar, and is the author of 
“Wills, Trusts and Estates.” 


The election is also announced of 
W. J. B. Janisch and John A. Mills 
as assistant secretaries of the Lum- 
bermens Mutual Casualty Company. 
Mr. Janisch, who is also assistant sec- 
retary of the American Motorists, in 
addition to his work of general su- 
pervision of both companies’ connec- 
tions with automobile clubs, has been 
given additional duties as special rep- 
resentative of the Executive Depart- 
ment. Mr. Mills, who has been on 
the staff of the Kemper organization 
for the past ten years, is chief statis- 
tician. 


T. H. Gillespie, assistant secretary 
of the National Retailers Mutual In- 
surance Company, has been appointed 
assistant to the executive vice-presi- 
dent. 
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A Half-Ton Block of Terra-Cotta Caused Injuries to Three in Falling Twenty-Nine Stories at 40 Wall St., New York City 


Dangers of Hoisting Materials 


Frequency of Construction Accidents Rises Steadily As Skyscrapers 
Become Taller and Mechanical Problems Increase 


N the building industry there is an 

unusual relationship between the 

accident rate and building progress. 
For, as architects and builders find 
new ways of making buildings bigger 
and better, the hazards to workmen 
and the public increase. 

The construction of a modern sky- 
scraper is unquestionably one of the 
achievements of our civilization. But 
until human nature is better disciplined 
and until building methods and equip- 
ment are made safer, the increasing 
height of buildings must of necessity 
mean an increase in the number of 
accidents. The excavation of a gi- 
gantic cavern for a foundation, the 
erection of a great steel skeleton, the 
laying of bricks and granite a thou- 
sand feet above the street are all 
dangerous as well as wonderful. And 
it is partly because people do not real- 
ize this that accidents occur. 

A short time ago, a man who is 
prominent in the New York City 
3uilders’ Association told me: “Ex- 
cept when I am on business, I never 
walk near an incompleted building. 
When hoisting apparatus is being 
used, I am especially careful, for I 
know that in case of an accident, even 
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the strongest sidewalk shed would not 
be strong enough to keep the load 
from breaking through. I am contin- 
ually amazed by the disregard of the 
public for its own safety.” 

The public can, if it wishes, avoid 
a street on which a new skyscraper is 
being reared. But the workman has 
no such choice, and the most careful 
may suffer for the carelessness of 
another, or because of the failure of 
building equipment. In the October, 
1929 issue of this magazine, I dis- 
cussed building hazards, and pointed 
out that because many trades are at 
work in the building at the same time, 
that the danger to all workmen is in- 
creased. But of all hazards present 
in construction work, that caused by 
hoisting apparatus is probably the 
greatest. 


KYSCRAPERS would be impos- 

sible without modern hoists and 
derricks. They are used to lift the 
huge steel girders into place and to 
carry all other materials up from 
street level. Although it would be 
impossible to build without such ap- 





paratus, it is generally recognized that 
hoists are responsible for some of the 
costliest and most disasterous acci- 
dents that have occurred within re- 
cent years. 

A few months ago, a hoisting cable 
snapped, and a half ton block of terra 
cotta which was being hoisted into 
place on the thirty-fifth floor of the 
Bank of Manhattan Building, on New 
York City’s famous Wall Street, 
plunged twenty-nine floors towards 
the street crowded with pedestrians 
and vehicles, before its fall was 
checked by the sixth floor setback. 
On its wild plunge through the build- 
ing, it injured three workmen, tore a 
huge rent in the building, and falling 
debris caused such serious injury to 
a woman pedestrian that she was 
taken to the hospital. It was sheer 
luck that more workmen and pedestri- 
ans were not iniured, for the stone 
tore away everything in its path. 

The accident at the Bank of Man- 
hattan Building is typical of many 
others which have occurred during 
the past few years. During the con- 
struction of the fifty-six story Chanin 
3uilding in the new skyscraper zone 
on East 42nd Street the failure of 
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the hoisting equipment sent part of 
the hoist and the entire load sprawl- 
ing to the street. 


It is not only in the United States 
that the number of accidents caused 
by hoisting equipment has attracted 
public attention. In England, where 
many new skyscrapers are now being 
erected, a discussion in the House of 
Parliament resulted in a resolution to 
amend the present regulations relat- 
ing to hoisting equipment in the build- 
ing industry. 

The efficient and safe operation of 
a hoist depends on two factors, one, 
human, and the second, mechanical. 
It is impossible to estimate exactly 
after an accident when the one is re- 
sponsible, when the other. A study 
of the records, however, would seem 
to indicate that the blame can be fairly 
equally divided. 

Accidents will happen, of course. 
But almost by definition, the failure 
of equipment is no accident if suf- 
ficient precaution has not been taken 
in advance. Only a few of the acci- 
dents attributed to failure of equip- 
ment are true accidents; the others 
are the direct result of carelessness or 
ignorance. The majority of the larg- 
est contractors have a regular inspec- 
tion of equipment, but frequently it 
is not done sufficiently carefully, and 
“accidents” occur. Besides, in every 
city, fly-by-night contractors, who 
have neither a reputation to uphold 
nor financial responsibility, undertake 
the building of a structure and be- 
cause they must pinch pennies, they 
buy the cheapest equipment on the 
market and then fail to maintain it 
properly. Sometimes it is impossible 
to detect defective equipment, and 
then an accident will occur, but rail- 
roads, factories and public utilities 
have shown that it is entirely possible 
to keep the number of accidents re- 
sulting from mechanical failure at a 
surprisingly low figure and there 
would seem to be no reason why 
builders should not also find it pos- 
sible. 


REAK accidents can, of course, 

do as much damage as any others. 
But freaks are also frequently lucky. 
Six years ago, such a freak accident 
occurred in Rochester, New York, 
during the building of a club house, 
when a link at the upper end of a 
boom of a large derrick used by the 
steel constructor opened, and allowed 
the boom to fall. It was estimated 
that the link should have been able to 
sustain twice as great a load as it 
broke under, but an inspection of the 
link after the accident showed that it 
was defective, and that only approxi- 
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mately one-tenth of the ends had been 
joined during the welding operation. 
Somehow or other, (one never knows 
exactly how such things do happen), 
the defect in the link was not dis- 
covered during any of the frequent 
inspections which were shown on the 
contractor’s chart. However, the ac- 
cident can almost be called a fortu- 
nate one, for the link broke before 
the girder, which was to be lifted, had 
been raised from the supports on 
which it was resting and, therefore, 
considerable damage and loss of life 
was undoubtedly saved. 

In the accidents thus far described, 
and in the reports of many others 
which were tabulated, the sheer luck 
that saved the lives of workers in the 
building is astonishing. Sometimes 
the accidents occurred during the 
noon hour, or just after the end of the 
day’s work, when the men were all 
gathered in one place, either outside 
of the building or outside the danger 
zone. Time after time, girders, 


stones, or a load of concrete have 
fallen through a room which was va- 
cated only a few minutes before. 
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Collapse of a Huge Crane in London, 
England, Filled a Street With Debris 








But this does not always happen. 
There are too many accidents in 
which men within the building are 
injured or killed because of the fail- 
ure of the hoist or its operator. The 
individual worker is entirely power- 
less to help himself. Even though 
his own employer observes all the 
rules of providing for the safety o/ 
his men, they have as bad a chance of 
being injured if one contractor, and 
especially the contractor who is op- 
erating a hoist, is careless. 

Accidents to men working at trades 
not directly connected with the op- 
eration which requires the use of the 
hoist, however, form only a small 
part of those that occur. Yet, it is 
not always the careless man who is 
injured. Frequently it is his fellow 
worker who suffers. When loads 
spill, or slings break, and the ob- 
jects being lifted fall, the man who 
is responsible for the accident has as 
good a chance as any of his fellow 
workers of escaping. When the op- 
erator of the hoist is careless, any of 
the men in his crew, or any man 
working in the danger zone may be 
among those who are injured. 


The greatest number of injuries to 
workers, caused either by their own 
carelessness or by the carelessness of 
another man, takes place during the 
attaching and removing of the load, 
and approximately an equal number 
by the falling of part or all of the 
load. Obviously, many of these two 
classes of accidents are entirely pre- 
ventable, and would be prevented if 
the employer maintained proper dis- 
cipline among his men. No man isa 
good worker who is continually get- 
ting into trouble, and there are only 
a few men who will not obey safety 
rules, once the contractor has estab- 
lished them. 

Qos 
DESCRIPTION of many of the 
most serious accidents indicates 

that men frequently stand directly un- 
der a load while it is being hoisted, in- 
stead of stepping aside. Obviously, it 
is a little more trouble to move away 
after the signal has been given for the 
operator to hoist away, and so we 
have such accidents as this one: a sig- 
nal man for a foundation contractor 
was watching a load of rock being 
hoisted, when suddenly the clam shell 
bucket opened, and dropped half of 
its load. The signal man was perma- 
nently crippled. Another man was 


struck when he turned his back to a 
load of plumber’s pipes that was be- 
ing hoisted into place. 

It requires the nicest skill to op- 
erate a hoist, and although operators, 
as a class, are capable, some accidents 
are always caused because inexperi- 
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enced men are allowed to undertake 
the job. Frequently, it is impossible 
for the operator to have a full view, 
and he must depend on a signal man 
to give him directions, Many acci- 
dents have resulted because such di- 
rections either were given incorrectly, 
or given correctly and misunderstood. 
Definite, and carefully planned sig- 
nals, should of course be used, but un- 
fortunately, this is not always the 
case. After a serious accident in 
which several men were badly in- 
jured, an investigation showed that 
the whistle which was being used by 
the signal man was identically the 
same as the one used by the traffic 
policeman stationed on the corner. 
After this fact was established, it was 
entirely understandable why the op- 
erator had started the hoist, although 
he had actually not been given a 
signal. 


Accidents are frequently caused 
when inexperienced men attempt to 
operate the hoist. During the past 
year, several fatalities have occurred 
because the regular operator was kept 
away from work because of illness, 
and a substitute attempted to take his 
place. Present building methods 
which require a strict adherence to 
time schedules sometimes force the 
small contractor to “take a chance.” 
He may have only one experienced 
operator in his employ and if that 
man is absent, the work must still 
continue. Such a situation could be 
remedied easily enough by making it 
a misdemeanor to allow any man to 
operate a hoist unless he had first 
passed a test. 


As with every other type of acci- 
dent, it is difficult to place blame. 
However, reports indicate that safety 
must begin from the ground up. Sig- 
nal man and other workers must 
watch out for their own safety, if the 
number of accidents is to be reduced. 
There will always be some accidents 
which could not be prevented and con- 
sidering the ever increasing total of 
hoisting accidents it is time that the 
preventable ones were prevented. 


A short time ago, a hoist accident 
which was amusing, and not at all 
serious, received considerable public- 
ity in newspapers. A workman busy 
at his task, suddenly found himself 
suspended in mid-air when the hook 
of the hoist caught in the seat of his 
trousers. Happily the man was only 
given a short ride before the hoist 
operator discovered his human load. 
Other men have not been quite so 
fortunate. Frequently, contractors 
report accidents caused by hooks 
catching in workmen’s clothing. In 
fact, the number of such accidents 
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Photo by P. & A. 

This Derrick Boom Snapped and Showered 

a New York Sidewalk With Iron Girders 
Which it Dislodged 


points to the necessity for uniforming 
all workmen whose tasks are directly 
connected with hoisting, similarly to 
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the manner in which mill and factory 
workers are clothed. A close-fitting 
uniform, one that would be entirely 
practical, and at the same time safe, 
could easily be designed. 
oon 

REQUENTLY, when an accident 

is blamed on the failure of the 
hoist, the blame rightfully belongs on 
a human failure. A workman may be 
too lazy to carry through his job cor- 
rectly, and because of his inefficiency, 
the load may fall, or part of the ap- 
paratus fail. 

Many times, however, when men 
are blamed, the accident was actually 
caused by the inefficieny of the equip- 
ment. A hoist which is not built for 
a certain type of work may be used 
because it is already on the job, or be- 
cause the contractor has no other. 
Many times hooks and cables are used 
in places where a different size or 
style is required, and men struggling 
to attach them have their fingers or 
hands squeezed. 

Modern skyscraper construction re- 
quires that hoists be set up on plat- 
forming many hundreds of feet above 
the street. Providing that they are 
operated correctly and carefully, there 
is no danger, but if the platforms are 
not built to the proper dimensions, if 
they are not provided with safety 
rails, the men at work on them are 
subjected to unnecessary danger, and 
so are pedestrians. Steel erectors es- 
pecially are in danger of being 
knocked from a structure by swing- 
ing steel if there is anything amiss, 
either with the operation of the hoist, 
or with the platform on which they 
must work. 

To the layman who watches with 
awestruck eyes the construction of a 
skyscraper, it may seem wonderful 
that there are not more accidents 
than do occur. But everyone knows 
that the number of accidents can be 

(Continued on Page 30) 


HOISTING APPARATUS ACCIDENTS IN CONSTRUCTION WORK IN 
NEW YORK STATE 


Compengated Cases Closed in the Year Ended June 30, 1929 


Kind of Disability 


Permanent Total 
Kind Total Death and Partial Temporary Amount 

of Hoisting Number*-Permanent Number Number Number Number of Com- 

Apparatus of Cases Total of Cases of Weeks of Cases of Weeks pensation 
Derricks, jib 

cranes, etc. .. 386 (1)15 143 7,925 228 2,860 $289,740 
Blocks and tackles, 

hand hoists. etc. 211 3 78 3,056 130 1,233 115,591 
Construction 

ae 77 9 27 1,230 41 1,124 111,823 
Gantry and trav- 

eling cranes... 18 7 466 11 27 9,900 
Conveyors and 

other hoisting 

apparatus.... 40 3 13 527 24 410 29,557 
Total—H oisting 

Apparatus Ex- 

cept Elevators 732 (1)30 268 13,204 434 5,654 556,611 
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Where Our Laws Come 


From 


(Continued from Page 23) 

which injured you or your property, all 
you could do would be to sue me for dam- 
ages. You could not stop the nuisance. 
If I were periodically trespassing upon 
your property, you could sue me and be 
compensated by a money judgment for the 
financial loss I caused you by the tres- 
passing, but that would not stop me tres- 
passing. Being able to obtain no relief at 
common law the subject would petition the 
King or ruler to exercise his sovereign pre- 
rogative and order the wrongdoer to de- 
sist. The King would hear the facts and 
if in his opinion the facts justified it, he 
would issue an order against the wrong- 
doer to cease his evil acts. This was called 
an injunction. There were many cases 
where the remedies at common law were 
inadequate and where a multiplicity of ac- 
tions at law could be avoided. In these 
cases upon proper petition, the King him- 
self, and not the court would act. The pe- 
tition was an appeal to the King to do 
equity between the party according to the 
dictates of good conscience. Such peti- 
tions became so numerous that they took 
more of the King’s time than he was able 
to spare from other affairs of State. In 
order that the suitor should not be denied 
justice, he appointed a chancellor to act for 
him. This chancellor was supposed to be 
the keeper of the King’s conscience, and 
to do as between parties before him such 
equity as the case demanded. The orders 
of the chancellor were called decrees, as 
distinguished from judgments at law. They 
usually if not invariably, acted upon the 
person of the defendant or upon property. 
If there was a dispute over some property, 
usually personal property, some one was 
appointed by the chancellor to hold the 
property until the dispute could be decided. 
From this arose the custom of appointing 


receivers. Equity had to do also with the 
foreclosure of liens upon property. There 
was no remedy at common law which 


would adequately grant relief to the holder 
of a debt, which was secured by a lien, as 
that of a mortgage. On an appeal to the 
chancellor he would find the amount of the 
lien and order the property sold to pay it. 
If accounts between two parties were of a 
long and complicated nature, so that it 
would be hard for a jury of ordinary men 
to understand them, upon an appeal to the 
chancellor he would himself or through 
some one appointed by him, called a mas- 
ter, investigate these accounts and deter- 
mine which of the litigants owed the other, 
and how much. Equity was intended to and 
did relieve one who was wronged when, 
by reason of the fixed and arbitrary rules 
of the common law, adequate relief could 
not be given in the common law jurisdic- 
tion. Thus there grew up, and there is 
now as a part of our law, equity jurispru- 
dence, and it is administered in our courts 
under what is known as chancery practice. 
Some states have separate courts for com- 
mon law actions, others have the two juris- 
dictions combined in one court. In the 
Federal Courts there are what is known as 
two sides, the law side and the chancery 
side. Separate dockets are kept of chan- 
cerv cases and for law cases. In a chan- 
cery, or equity case. no right exists to a 
trial bv jury, but the judge sitting as a 
chancellor may if he so desires call a jury 
to determine a disputed question of fact. 
The finding of the jury upon this question 
is not binding upon the court, but is 


merely advisory. 
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The Dangers of Hoisting 
Materials 


(Continued from Page 29) 


cut, and that modern building methods 
will still stand considerable improve- 
ment. 

In the monthly bulletin of the New 
York State Industrial Commissioner, 
it was reported that: 

“The tabulation of the hoisting ap- 
paratus accidents in construction by 
kind of disability produced shows 
that there were 43 deaths, one perma- 
nent total disability, 305 permanent 
partial disabilities, and 497 temporary 
injuries. In other words, over one 
third of the accidents were serious 
enought to result in some permanent 
defect, and five per cent resulted in 
death.” 

Something should certainly be done 
to decrease this class of accidents. 


Public Property 
Insurance May Be Placed 
in Mutuals in Indiana 


UMORS have been circulating, 

especially in Indiana, that the 
Attorney General of the Hoosier 
State has ruled that public corpora- 
tions cannot insure in reciprocals or 
Mutuals. 


This is another instance where a 
false impression has been spread, 
presumably by certain agents who 
find Mutual competition too hot to 
handle by ethical means. 


From the following letter of the 
Attorney General it is evident that 
Mutuals are not affected bv the rul- 
ing, since only the reciprocals require 
the signing of a power-of-attorney. 
The communication referred to above 
is printed below, in full. 


‘May 19th, 1930. 

Hon. E. T. Thompson, M. D., 
Administrator of Indiana University, 
School of Medicine and Hospitals, 
Indianapolis, Indiana. 
Dear Sir: 

I have before me your letter submitting 
the following question: 

“Have I, as an administrative officer 
handling state funds, the right to place 
automobile liability and collision in- 
surance with a reciprocal company, by 
so doing making my institution liable 
for an assessment, should the occasion 
arise that the financial circumstances 
of the company require additional 
funds?” 


I desire to say that the conclusion which 
have reached :s not based upon the ques- 
tion as to whether policies of such Asso- 
ciations are or are not assessable, but 
rather on the question of power of the 
Trustees of Indiana University to execute 
the power of attorney required to be exe- 
cuted by members of such Associations. 
Members of such Associations to the extent 
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to which they agree to become liable occu- 
py the dual relationship of insurers and 
insured. The Trustees of Indiana Univer- 
sity are constituted by statute a body poli- 
tic with certain prescribed powers and du- 
ties, which I do not think can be construed 
to include the power and authority to exe- 
cute the power of attorney necessarily re- 
quired of members of such Associations. 

It is true that section 8 of the Reciprocal 
Insurance Association Act of 1919 pro- 
vides that “Any corporation now or here- 
after organized under the laws of this 
State, shall in addition to the rights, pow- 
ers and franchises specified in its Articles 
of Incorporation, have full power and au- 
thority as a subscriber to exchange insur- 
ance contracts of the kind and character 
herein mentioned.” 

Acts of 1919, p. 506. 

However, the word “corporation” as 
used in the above section clearly refers to 
private, business corporations and not to 
bodies politic and corporate such as The 
Trustees of Indiana University. As said 
by the court in Wallace v. Lawyer, et. al., 
54 Ind. 501 at page 506, in defining the 
word “corporation” as used in a statute re- 
lating to proceedings supplementary to ex- 
ecution, “the courts hold that the general 
word corporation, must be restricted to 
mean private or ordinary business corpora- 
tions, and not extended to embrace munic- 
ipal corporations or “bodies politic and 
corporate.” 

For the reason above stated, in my opin- 
ion, you have no authority to execute the 
power of attorney required by Reciprocal 
Insurance Associations and it follows, 
therefore, that your question is answered 
in the negative. 

Yours very truly, 
JAMES M. OGDEN, 
Attorney General. 


Insurance Almanac 
Ready 


HE 18th Annual Edition of the 

Insurance Almanac is recently 
off the press and, as in the past, con- 
stitutes a ready handbook of informa- 
tion concerning insurance, brought 
up to the 1930 date as closely as pos- 
sible. 

In the Almanac’s table of contents 
are Officers and Directors of all 
classes of companies, Insurance De- 
partment Officials, Associations of 
Underwriters, Statutory Require- 
ments, Insurance Groups, Brokers 
Regulatory Laws, Workmen’s Com- 
pensation Laws, Fees and Taxes of 
the States, Resident Agent Laws, 
State Supervision of Rates, Motor- 
ists Liability, New Companies, Re- 
tired Companies, Legislative Sessions, 
Operations of State Legislatures, 
General Information Concerning U. 
S. Government Officials, Population 
Tables, Who’s Who in Insurance, 
Official Changes, Necrology, Statis- 
tics, Leading Judicial Decisions, Di- 
rectory of Attorneys, etc. 

The volume is published by the 
Underwriter Printing Co., 80 Maid- 
en Lane, New York, N. Y. 
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“Any article is high priced, no matter how 


little is paid for it, if its cost is 
greater than its value.’ 


i 


. bs 
a 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia. “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Insurance Agency, Jndianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Angeles, Vancouver, Portland, Spokane. - 
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HARDWARE MUTUAL CASUALTY CO. 


Home Office: Stevens Point, Wisconsin 








A mutual company operating on the age-old mutual principles of efficiency in 
management, equitable claim settlements, and the return of substantial dividends 


to policyholders. 
BRANCH OFFICES 

Appleton, Wis. Fond du Lac, Wis. Newark, N. J. 
Atlanta, Ga. Indianapolis, Ind. Portland, Oregon 
Boston, Mass. Los Angeles, Cal. St. Paul, Minn. 
Chicago, IIl. Madison, Wis. Stevens Point, Wis. 
Dallas, Texas Milwaukee, Wis. San Francisco, Cal. 
Duluth, Minn. Minneapolis, Minn. Winnipeg, Canada 
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TWIN MUTUALS 











CONTAINS NEWS AND TIMELY GENERAL FIRE 
ARTICLES ON TOPICS OF AUTOMOBILE FIRE 
LIVE INTEREST TO THE THEFT AND COLLISION 
INSURANCE WORLD preening 

eslaaatichieeanaens WORKMEN’S COMPENSATION 
Subscriptions $2.50 Per Year Twin Mutual Fire Ins. Co. 
Twin Mutual Liability Ins. Co. 

Address: 
180 No. Michigan Ave., Chicago, Il. A. SHIRLEY LADD, Secretary 


211 Congress Street, Boston, Mass. 
Twin Mutuals Have Always Paid Dividends 









































ait 


Money 


Skyscrapers 


to build a group of Modern 


he Federal Hardware & Implement Mutuals were 
organized to provide property owners with safe 


FEDERAL’S FINANCIAL STRENGTH 


protection at a reasonable cost. This has been success- 
fully accomplished. Year after year with unfailing 
regularity the “FEDERAL” has returned substantial 
savings. Since organization policyholders have 
received dividends amounting to $31,209,882.13 
This money has stayed right at home and in the 
policyholder’s own pocket. 


Assets 
Liabilities 
urplus 


Assets 
Liabilities 
Surplus 


FIVE YEARS AGO: 


December 31, 1924 
o. 343,474.79 
332,946.19 
2, 10! 528.60 


And today: 


December 31, 1929 
.«-. $13,080,172.34 


5,137,267.50 


NINETEEN DEPARTMENT OFFICES 


IN PRINCIPAL CITIES 
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Retail Hardware Mutual Hire Ins.Co. 


MINNEAPOLIS MINNE SO 


Hardware Dealers Mutual Fre Ins.Co. 


TEVENS POINT.WISCONSIN 


Minnesota Implement Mutual Fire Ins.Co. 


OWATONNA. .MINNES 
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Continuing A Record of 


Successful Accomplishment 


i re 


The strength and soundness of the “N-R-M” is shown 
by a resume of its condition at the end of the last several 


years. This makes an interesting study for those who 
wish to make greater use of this insurance company and 


Cash 

Assets 
...§ 71,952.93 
.... 96,190.46 
. 108,911.27 
240,695.88 
287,796.02 
334,308.77 
454,392.85 
.. 580,281.33 
707,576.08 
750,537.06 
868,693.59 


of its service. 


Legal 
Reserves 


$ 21,409.44 
44,668.49 
55,629.98 

122,635.77 
167,502.08 
202,879.93 
304,230.73 
379,137.30 
456,063.34 
469,939.79 
567,159.97 
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Net Cash 
Surplus 
$ 50,543.49 
51,521.97 
53,281.29 
~ 118,060.09 
120,293.94 
131,428.84 
150,072.12 
®. 201,144.03 
251,512.74 
280,597.27 
301,533.62 
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Losses 
Paid 


$ 38,163.15 
74,594.31 
141,123.89 
243,262.61 
438,017.17 
770,558.14 
1,102,352.92 
1,571,912.20 
1,992,955.83 
2,453,039.51 
2,862,663.77 


Dividends 
To Policy- 
Holders 

$ 13,235.72 
37,065.46 
88,231.51 
133,170.18 
206,615.38 
324,425.32 
475,213.90 
695,834.77 
990,693.81 
1,283,427.20 
1,594,701.77 


NATIONAL RETAILERS 
MUTUAL INSURANCE COMPANY 


JAMES S. KEMPER, President 
Mutual Insurance Building, Chicago, U. S. A. 


New York 
Omaha 
Philadelphia 
Pittsburgh 


Atlanta 
Baltimore 
Boston 
Buffalo 


Portland 

San Francisco 
Seattle 
Syracuse 


Cincinnati Milwaukee 
Cleveland Minneapolis 
Columbus Newark 
Los Angeles 


Annual Cash Dividends to Policyholders 


Since Organization 


























